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United States District Court, Southern District of 
California, Central Division 


No. 14988 
THE UNITED STATES OF AMERICA, 
Vs. 
HELEN MAY FAWKES, et al. 


INDICTMENT 
Viol: 18 USC 338 and 88 


At a stated term of said court, begun and holden 
at the City of Los Angeles, County of Los An- 
geles, within and for the Central Division of the 
Southern District of California, on the first Mon- 
day of February in the year of our Lord one thou- 
sand nine hundred and forty-one ; 

The grand jurors for the United States of Amer- 
ica, impaneled and sworn in the Central Division of 
the Southern District of California, and inquir- 
ing for the Southern District of California, upon 
their oath present: 

That prior to the several acts of mailing herein- 
after alleged: 

Helen May Fawkes; 
Llewellyn F. Marsh; 
Norman H. Marshall; 
Albert A. Martinez; and 
Charles W. Talbott, 
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hereinafter called the defendants, whose full and 
true names other than as herein stated are to the 
grand jurors unknown, late of the Central Division 
of the Southern District of California, heretofore 
to-wit: on or about the year 1938 and thereafter. to 
and including the date of the finding and presenta- 
tion of this indictment, at Los Angeles County, 
State of California, and at divers other places to 
the grand jurors unknown, did devise and intend 
to devise a scheme and artifice to defraud Joe: F. 
Haillard; George Humbrecht; E.:J. Cheatham; 
Phillip G. Bitner; T. Claggett Jones; Arthur K: 
Barnes; E. M. Grobel; M. Bright; Bernard Ghio; 
Richard H. Michaels; Edith I. Fitch; Melville A: 
Greene; E. F. Bader; R. M. Carr; B. W. Helm; 
P. A. Berryman; H. R. Browne; Ralph A. Burke; 
Ralph A. Bergen; L. C. Whitby; R. M. Lawless; 
James Gregory; Byron Kennedy; E. M. Schutt; 
Frank R. Hoath; Harold E. Weeks; Milburn 
Easum, Jr.; George H. [2] Broderick; Cecil I. 
McReynolds; Earl Williams; Jim Burke; J. E. 
Waggener; James T. Bostick; Robert Langstaff, 
and other persons to the grand jurors unknown, 
and from members of the general public who an- 
swered advertisements inserted in various news- 
papers and other publications, who would sign let- 
ters bearing their names and addresses, whose full 
and true names other than as herein stated are 
to the grand jurors unknown, and which persons 
are hereinafter called the persons intended to be 
defrauded, and to obtain money and property from 
said persons intended to be defrauded by means 
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of false and fraudulent pretenses, representations, 
statements and promises hereinafter set forth, which 
said money and property said defendants intended 
to convert to their own use and gain without giv- 
ing or intending to give the persons intended to 
be defrauded anything of an equivalent value or 
anything of value in return for their said money 
and property, which said scheme and artifice was 
in substance as follows, to-wit: 

That the defendants would insert and cause to 
be inserted in the classified columns of newspapers 
throughout the United States advertisements for 
resident managers in various localities, stating 
therein that the business connection would be per- 
manent, that the income would reasonably be $6,500 
and more yearly and that a eash deposit in varying 
amounts, ranging from $1,500 to $3,750, was re- 
quired and would be ‘‘secured and returnable’’; 

That the defendants, under the name of Direet- 
U-Systems, would mail letters to the persons in- 
tended to be defrauded who had responded to the 
advertisements, and acknowlege receipt of the re- 
ply, an state that a representative would call to 
explain the proposition in person, that the propo- 
sition was ‘‘not a promotional matter’’, that the 
company had ‘‘nothing to sell’? to the apphcant, 
that it was desired to select a person interested in 
a ‘‘permanent connection which increases vearly’’, 
and that the company ‘‘must virtually guarantee the 
sueeess’’? of the person to be selected; that the 
money obtained by said defendants as a deposit 
from the franchise holders, as advance rentals, was 
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not to be [8] returned to the franchise holders but 
retained by the defendants for their own use; that 
when a franchise holder found it impossible to make 
the large earnings promised to him by said defend- 
ants, or any earnings at all, and would demand the 
return of his money, which said defendants had in- 
duced him to deposit with the company to guaran- 
tee his success, said defendants under the name of 
Direct-U-Service would refuse to return such de- 
posit of money, or any portion thereof, but would 
offer to give in lieu thereof a worthless document 
known as a ‘‘re-purchase agreement’’ wherein they 
would agree to pay to said franchise holder a per- 
centage of any moneys received by the company 
from others in the same territory whom said defend- 
ants might induce to take a franchise. 

That thereafter defendants would contact the per- 
sons intended to be defrauded and by oral state- 
ments, letters, circulars, printed literature, tele- 
grams, photographs and sales kits would represent 
and pretend: 

That Direct-U-Systems was a corporation organ- 
ized under the laws of the State of California, was 
a company of good reputation, of high integrity, 
of unlimited credit standing and the exclusive man- 
ufacturers of electrical directories for display in the 
lobbies of hotels; 

That Direct-U-Systems was in a position to give 
permanent, lucrative and noncompetitive employ- 
ment to persons who would agree to become fran- 
chise holders and distributors of said directories in 
given territories, and who would pay sums of money 
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to the company as advance rentals on a specified 
number of directories ; 

That a person who would become a franchise 
holder would be given the exclusive right to install 
directories in his territory and to rent space to 
business concerns thereon at certain stipulated 
weckly, monthly or yearly rates and to keep all 
moneys so derived with the exception of that por- 
tion agreed upon to be returned to the company as 
royalties, and that large earnings, pyramiding as the 
number of boards inereased, would be earned 
thereby by the franchise holder; 

That Direct-U-Systems, in consideration of an 
annual rental fee for each directory furnished, 
would immediately supply a franchise holder [4] 
with as many of said devices as needed for placing 
in hotels and would install and maintain same at all 
times without cost or expense to the franchise 
holder; whereas in truth and in fact, as each of the 
defendants then and there well knew, the Direct- 
U-Systems was not a company of good reputation, 
high integrity and unlimited eredit standing, and 
was not the exclusive manufacturer of electrical 
directories; that it was not in a position to give per- 
manent, lucrative and noncompetitive employment 
to persons agreeing to become franchise holders: 
that it would not and could not maintain the same 
at all times without cost to the franchise holder 
OT @t all; 

That the success of the franchise holder would he 
suaranteed and that the money deposited by him 
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with said company would be secured and returnable; 
whereas in truth and in fact, as each of said de- 
fendants then and there well knew, the success of 
a franchise holder would not be guaranteed and 
the money deposited would not be secured and re- 
turnable; 

That earnings of $6,500 and more per year were 
being made by franchise holders holding franchises 
from the Direct-U-Systems; whereas in truth and 
in fact, as each of the defendants then and there 
well knew, no earnings at all were being made by 
franchise holders and none would be made by others 
who would take franchises, but on the contrary such 
franchise holders had suffered and would suffer loss, 
disappointment and damage through their dealings 
with Direct-U-Systems ; 

That the business of Direct-U-Systems was inter- 
national in scope, that the company had a long rec- 
ord for successful operation and was in a position 
to render satisfactory and continuous services; 
whereas in truth and in fact, as each of said de- 
fendants then and there well knew, the business 
was not international in scope and the ‘company 
did not have a long record or any record at all for 
successful operation; and in truth and in fact was 
not in a position to render satisfactory and con- 
tinuous service, but on the contrary was poorly 
financed, managed and equipped and was without 
adequate facilities to comply with its contracts and 
carry on a successful business; [5] 

That electrical directories, manufactured by Di- 
rect-U-Systems, were then and there installed and 
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in operation in the lobbies of the Hotel Multnomah, 
located in the City of Portland, State of Oregon, 
and the New Washington Hotel, located in the City 
of Seattle, State of Washington, and that they were 
satisfactory, successful and in good order; whereas 
in truth and in fact, as each of said defendants 
then and there well knew, directories of Direct-U- 
Systems were not then or ever had been in said 
hotels, but that directories manufactured by the 
defendants at a prior time under the name of Na- 
tional Directory Systems, a company which had 
failed and gone out of existence, had been in the 
lobbies of said hotels for a short period of time 
in 1938 and 1939, and that said directories had not 
been satisfactory and successful and had not been 
kept in good order, but on the contrary had been 
removed from the hotels because they had proven 
to be a failure; 

That the directories of Direct-U-Syvstems were 
unique and the first and only advertising medium 
of this kind to be on the market; whereas in truth 
and in fact, as each of said defendants then and 
there well knew, they were not unique and were 
not the first and onlv advertising medium of this 
kind to be on the market, but on the contrary simi- 
lar devices were the nand there on the market and 
had been on the market for many vears, including 
the directories which they defendants had thereto- 
fore marketed and operated unsuccessfully wnder 
the name of National Directory Systems; 

That the directories of Direct-U-Svstems were in 


United States of America 9 


great demand by hotels and business men and that 
space for the installation of the boards in the lob- 
bies of hotels and subscriptions for advertising 
thereon were readily obtainable; whereas in truth 
and in fact, as each of said defendants then and 
there well knew, said directories were not in demand 
by hotels and business men and space for the in- 
stallation of the boards in the lobbies of hotels and 
subscriptions for advertising thereon were not read- 
ily obtainable, or at all; 

That the ivectCties of Direct- U-Systems were 
protected by patents [6] and patents pending and 
that franchise holders would not have any compe- 
tition in distributing said directories and selling 
advertising space thereon; whereas in truth and 
in fact, as each of said defendants then and there 
well knew, the directories of Direct-U-Systems were 
not protected by patents and patents pending and 
the franchise holders would have no protection 
whatever against competition, but on the contrary 
were compelled to compete with others operating in 
the identical line of business who were so operating 
at the time the franchises were bought by those 
whom the defendants intended to defraud and pre- 
vious thereto as the defendants then and there well 
knew. 

That the directories of Direct-U-Systems would 
be substantially constructed and free from defects 
and mechanical errors and would render steady and 
dependable service; whereas in truth and in fact, as 
each of said defendants then and there well knew, 
said directories would not be substantially con- 
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structed nor free from defeets and mechanical er- 
rors and would not render satisfactory and depend- 
able service, but on the contrary were subject to 
frequent interruptions and discontinuances due to 
imperfect construction ; 

_ That the directories of Direct-U-Systems would 
be. shipped to franchise holders promptly upon or- 
der; whereas in truth and in fact, as each of said 
defendants then and there well knew, said directo- 
ries would not be shipped promptly upon orders 
but that the shipments would be delayed for long 
and unreasonable periods of time; 

That Direct-U-Systems would maintain and serv- 
ice the directories shipped to franchise holders and 
installed in hotels and would at all times keep said 
directories in good working order and mechanical 
condition; whereas in truth and in fact, as each of 
said defendants then and there well knew, the com- 
pany could not and would not maintain and service 
said directories and could not and would not at all 
times, or at any time, keep the directories in good 
working order and mechanical condition. 

: That said representations, pretenses and promises 
were made or [7] caused to be made by said defend- 
ants to persons intended to be defrauded as a part 
of said scheme an artifice to defraud said persons 
intended to be defrauded, as aforesaid; that said 
representations, pretenses and promises were made 
and caused to be made by said defendants to said 
persons intended to be defrauded through and by 
means of certain oral statements, writings and pa- 
pers so worded, constructed and expressed as to 
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deceive, and they were then and there intended to 
deceive said persons intended to be defrauded and 
any person who might hear or receive them, which 
oral statements, circulars, letters, advertisements, 
bulletins, writings and papers are too’ numerous 
and too voluminous to be set forth in this indict- 
ment and for that reason the grand jurors, afore- 
said, omit the same; 

And the grand jurors aforesaid upon their. oath 
aforesaid do further present that said defendants, 
on or about March 29, 1939, in the Central Division 
of the Southern District of California, and within 
the jurisdiction of the United States and this Hon- 
orable Court, for ‘the purpose of executing said 
scheme and artifice to defraud, unlawfully, wilfully 
and feloniously, did knowingly place and cause to 
be placed in the United States Post Office at Los 
Angeles, County of Los Angeles, State of Califor- 
nia, to be sent and delivered by the Post Office estab- 
lishment of the United States, according to the di: 
rections thereon, a certain letter in a eer eane en- 
velope addressed to : 

Mr. R. A. Burke Pra 
625 Hyde St 
San Francisco, Calif 


to-wit: a letter of the following tenor: [8] — 
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(Envelope) 
(Stamped ) 
Direct -U- Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 
Mr. R. A. Burke 
625 Hyde St 
(Stamped) San Francisco, Calif. 


Direct -U- Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 
March 29, 1939 

Mr. R. A. Burke 
625 Hyde St 
San Francisco, Calif 


Dear Sir: 

We wish to acknowledge receipt of your reply 
to our recent advertisement for a resident manager. 

Our Division Manager, Mr. Robert Johnstone 
will be in your vicinity within a few days, and 
we are asking him to advise you of his arrival and 
to arrange a conference with you. 

It is rather difficult to go into details pertaining to 
our proposition, except to say that this is not a pro- 
motional matter and we have nothing to sell you. 
Ours is a highly ethical and legitimate business 
proposition, dealing only with the larger business 
organizations, banks, etc. We are dependent on 
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selecting a person of good general business ex- 
perience who is interested in a permanent connec- 
tion with an assured income which increases vear- 
ly. We must virtually guarantee the success of the 
one we select. 

In the meantime we trust that you will make no 
other connection until our Mr. Johnstone has had 
the opportunity to see you, as we are confident 
that a conference will lead to a mutually profitable 
and pleasant future. 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C. M. TALBOTT 
T/A —Viee- President 


An International Service 


Contrary to the form of the statute in such case 
made and provided and against the peace and dig- 
nity of the United States of America. [9] 


SECOND COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, 
as if again set forth at length, all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter re- 
ferred to in said count and describing said letter; 
that said defendants on or about April 26, 1939, 
then having devised the scheme and artifice in said 
first count described, in the Central Division of the 
Southern District of California and within the 


14 Norman H. Marshall vs. 


jurisdiction of the United States and this Honor- 
able, Court, for the purpose of executing said 
scheme and artifice to defraud, did unlawfully, wil- 
fully and feloniously knowingly place and cause to 
be placed in the United States Post Office at Los 
Angeles, California, to be sent and delivered by 
the Post Office establishment of the United States, 
according to the directions thereon, a certain let- 
ter in a postpaid envelope addressed to 

Mr. R. A. Burke 

625 Hyde Street 

San Francisco, Calif 


to-wit: a letter of the following tenor: [10] 


(Envelope) 
(Stamped ) 
Direct -U- Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 

Air Mail 

Mr. R. A. Burke 

625 Hyde St 

San Francisco, Calif 
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Direct -U- Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 


April 25, 1939 
Mr. R. A. Burke 
625 Hyde Street 
San Francisco, Calif 


Dear Mr. Burke: 

Your letter of April 24th addressed to Mr. Tal- 
bott has been turned over to me for answer. I 
have also read a: few others. 

Taking up the question of hotels. I never told 
you I would or the company would get you any 
particular hotel. I did tell you however that I felt 
sure the company would be able to get you a hotel 
to start on. That the company would cooperate 
with you in lining up the hotels and I showed you 
the letter they sent out to the hotels. I suggested 
that the E] Cortez in my opinion would be a good 
hotel to start on and you agreed and I felt sure it 
could be lined up but did not guarantee we would 
get it or guarantee getting any hotels. You figured 
yourself the hotels would be easy to get in view 
of the fact they received a hundred dollars. I 
also showed you how we figured the number of 
people that came in and out of the lobby of a hotel 
by the number of rooms in that hotel. I went over 
this with your salesmanager very carefully and 
he brought the hotel situation up while we were 
discussing the deal. But as far as guaranteeing or 
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promising a certain number of people in or out 
of the lobby, we cannot do that nor ean anyone do 
that, as it will vary on the number of rooms and 
the location of the hotel. The company tells me 
that they have sent you copies of leases of eight 
or nine hotels which includes the El] Cortez and the 
Shaw Hotels, so I don’t see as you have any kick 
coming on this question. In fact Mr. Burke, I 
think the company has certainly cooperated with 
vou. It seems to me that all you have done is com- 
plain instead of getting in and working which is 
your part of the deal. You read the contract over 
and we went over it quite a few times and I think 
the company is living up to it as much as is possible 
for any one to do. 

Regarding the patent. There was very little said 
about that partieular fact. I told you it would be 
a good thing if there was some competition. The 
fact of the matter is there are no boards like ours 
in any hotel in San Francisco that I know of and 
you had plenty of time to go around and visit these 
hotel lobbies and check up on them. I still don’t 
see what difference it makes whether they are 
patented or not. If you get a board in a certain 
hotel they are not going to Jet another one in. There 
is no cabinet made that I know of that has the 
moving card system in the middle and that to me 
is the outstanding part of the whole cabinet and 
that is a feature which you liked very much. 

If someone comes along after you have taken 
this franchise and offers you another cabinet with- 
out a cent down and no royalty, that is a case of 
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being too bad that you did not run into it before 
you went into this and we are not to be blamed for 
that. I turned down a party there after you took 
the deal, who phoned me they would take it, but I 
told them I had already closed the deal there and I 
told you about that. He might have offered me 
twice as much, but in view of the fact that I closed 
with you and had signed the franchise, it would 
have made no difference if he should offer three 
times as much. It does not make any difference 
what someone else offers you, you knew what we 
offered and what money you had to put up and you 
had plenty of time to investigate and you did not 
look to me like a man that needed a guardian. In 
fact Mr. Burke you looked like a man who would 
make a success of this proposition, and you assured 
me that you could, otherwise I would have made a 
deal with someone else, as I only interviewed about 
six altogether. 

I am sure if you get down to business and go 
after it you will do some business as there is plenty 
there and you have the outstanding advertising 
proposition there is on the market in my opinion, 
and nearly everyone I talked to thought the same 
thing. Your salesmanager told me he had looked 
at a great many different deals and this was the 
only one that had real merit and if he had not 
thought so he would not have signed up a contract 
to take the deal over, and you told me you thought 
he was a fine fellow and a high class man and I did 
too. It seems to me that all you do is crab instead 
of working, even before you have started. There 
Was never any question in your mind but that you 


18 Norman I. Marshall vs. 


could put it over, otherwise you never would have 
taken it over. All this talk about what someone 
else or a competing company offers you has noth- 
ing to do with this deal. 

Our contract which you read over carefully very 
plainly states that the company is to receive 15% 
and that is what they expect and are entitled to and 
it is fair and equitable and it does not make any 
difference if someone else comes along and does 
not require any royalty—this is our deal and the 
one that you entered into in good faith. I am sure 
that you will find this company always ready to co- 
operate with you in every way in their power and 
that is all that anyone can do, as it is to their in- 
terest as well as yours. 

Very truly yours, 
A. MARTINEZ 


An International Service 


Direct -U- Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 


April 26, 1939 
Mr. R. A. Burke 
625 Hvde St 
San Francisco, Calif 
Dear Mr. Burke: 
We are in receipt of your favor of the 25th., and we 


are attaching herewith Mr. Martinez’s answer to 
same, which we referred to him. 
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We feel that you are apparently laboring under 
some false impressions and you are apparently 
getting some bad information. 

There has never been any attempt to state that 
the Directory System is patented in all details, 
but we do have an exclusive on the revolving cards 
which we do have the patents pending on. 

It is impossible to cover all of the Directory fea- 
tures in patents as there is nothing basically pat- 
entable on this type of equipment with the ex- 
ception of design patents, but the revolving equip- 
ment that we have is patentable. 

There is no other competitive equipment that we 
know of that is making the headway or being ac- 
cepted by the hotels, as our equipment, and of 
course vou can readily appreciate that there are 
always people who attempt to imitate any success- 
ful project and apparently you have run across 
someone who is attempting to imitate our system. 

The fact that some imitator has offered to you 
as you claim, a similar service for less money and 
smaller royalties is of course of no interest to us, 
and you can rest assured that there is no equip- 
ment that can or will give you the cooperation that 
we will, and they most certainly cannot render this 
cooperation on a lesser basis than we do. 

We have seen one or two people who have at- 
tempted to start in competition and we have seen 
them fold up due to their inability to build the 
type of equipment or render the service that we do. 

You thoroughly understood the proposition that 
you entered into and we advised you when the con- 
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tract was received, that if there were any portions 
of that contract that you were not thoroughly 
familiar with or any portions of the contract that 
vou did not understand, that you should advise us 
immediately, so there is no question but that vou 
thoroughly understood the contract. We are not 
interested in modifying the terms of the contract 
in any way. 

Relative to the dates on the leases. This is in- 
consequential, as they all call for a definite period 
of time after the date of installation. 

Also, we make no representations that we fur- 
nish you any specific number of hotel leases or 
that we even furnish you any, but we do agree to 
give you the right to use any leases that we do se- 
cure. In your instance we have seven or eight 
good leases and we would suggest that you start 
work on this immediately. 

You apparently are being misinformed or you 
are not going to the trouble of checking your state- 
ments, as you state that the El Cortez has only 175 
rooms, while the Red Book shows very plainly 
that they have 325 rooms, and the Bellevue has 300 
rooms. 

If any of the leases that you feel, as you say, 
have ‘‘jokers’’ or terms contrary to the standard 
forms, you are not obligated to use these leases, 
but you can either secure additional leases as pro- 
vided for in our agreement made in the name of 
the company, or you ean abide by the terms of the 


leases which in every instance should work to your 
advantage. 
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The only differential on the leases that we are 
willing to absorb and in accordance with our policy 
as we outlined,—that the hotel leases are based on 
$100.00 but at one time we had considered allowing 
the hotels 10% and adjusting the royalty to assist 
in adjusting the possible remuneration to the resi- 
dent manager. 

We would suggest very much that you settle 
down and go to work as you have all the equipment 
that was agreed upon and you have been rendered 
more cooperation than we agreed to, but we are 
extremely interested in assisting you in getting 
started in any reasonable manner. 

We are not interested in entering into a long 
discussion by correspondence relative to any other 
advertising medium that you may or may not have 
been offered, but we have only one proposition and 
that is the one that was submitted to you. 

You had ample time to investigate this proposi- 
tion and it is one that you entered into with full 
knowledge as to the contents of the agreement and 
no misrepresentation was made that we would even 
get hotels for you, but we are of course extremely 
interested in securing hotels, and in that way it is 
possible for us to mutually benefit. . 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
T/F 
Encl. 
An International Service 
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Contrary to the form of the statute in such case 
made and provided and against the peace and dig- 
nity of the United States of America. [11] 


THERD COUN: 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, as 
if again set forth at length, all of the allegations of 
the first count of this indictment except those allega- 
tions alleging the mailing of the letter referred to 
in said count and describing said letter; that said 
defendants on or about November 9, 1939, then hav- 
ing devised the scheme and artifice in said first 
count described, in the Central Division of the 
Southern District of California and within the jur- 
isdietion of the United States and this Honorable 
Court, for the purpose of executing said scheme and 
artifice to defraud, did unlawfully, wilfully and 
feloniously knowingly place and cause to be placed 
in the United States Post Office at Los Angeles, 
California, to be sent and delivered by the Post 
Office establishment of the United States, accord- 
ing to the directions thereon, a certain letter m a 
postpaid envelope addressed to: 

Mr. C. I. McReynolds 
1010 Vermont Ave., N. W. 
Washington, D. C. 


to-wit: a letter of the following tenor: [12] 


Le) 
ey) 


United States of America 


Our new address is 
7225 Beverly Boulevard 
Los Angeles, California 


Direct-U-Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 


November 9, 1939 


Mr. C. I. McReynolds 
1010 Vermont Ave., N. W. 
Washington, D. C. 


Dear Mr. McReynolds: 

We wish to acknowledge receipt of your favor of 
the third requesting information relative to the 
patent situation. 

Of course, there are certain features that make 
it impossible to secure a basic patent, but we do 
have the patent pending on other features including 
the card-changing equipment. 

As you undoubtedly appreciate, it is always much 
more advantageous to keep a patent pending as long 
as is possible without divulging to the public what 
coverage is made by your patents. 

We can assure you that you will have no diffi- 
culty in regards to the patents, and we stand back 
of them and it is our obligation to take care of the 
installation and maintain the equipment. 

We do not feel that this point can be advan- 
tageously used one way or the other in reference 
to your sales. 
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We are having a display at the National Hotel 
Convention this week and have shipped them a very 
beautiful installation and have written the chain 
hotels throughout the country, many of which have 
hotels in your area, which we feel sure will be quite 
advantageous in the event that you desire any addi- 
tional hotels. 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
T:DR 
An International Service 


Contrary to the form of the statute in such case 
made and provided and against the peace and dig- 
nity of the United States of America. [13] 


FOURTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, 
as if again set forth at length, all of the allegations 
of the first count of this indictment exeept those 
allegations alleging the mailing of the letter re- 
ferred to in said count and describing said letter; 


that said defendants on or about February 8, 1940, 


then having devised the scheme and artifice in said 
first count described, in the Central Division of the 
Southern District of California and within the 
jurisdiction of the United States and this Honor- 
able Court, for the purpose of executing said scheme 
and artifice to defraud, did unlawfully, wilfully and 
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feloniously knowingly place and cause to be placed 
in the United States Post Office at Los Angeles, 
California, to be sent and delivered by the Post 
Office establishment of the United States, accord- 
ing to the directions thereon, a certain letter in a 
postpaid envelope addressed to: 

Mr. E. M. Schutt, 

1026 Williamson Blvd., 

Cleveland, Ohio 


to-wit: a letter of the following tenor: [14] 


Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


February 8, 1940 
Mr. EK. M. Schutt, 
1026 Williamson Blvd., 
Cleveland, Ohio 


Dear Mr. Schutt: 

I wish to acknowledge your letter of the 30th and 
regret that it has not been answered sooner, but we 
have had quite a lot of illness in our organization. 

We are extremely sorry that vou are having so 
much difficulty in getting started and we feel that 
you are letting some implications get you unduly 
worried. As far as anyone having identical equip- 
ment to ours, including the Rotating machine, we 
would appreciate your sending us the information 
on to us as we have never run into it. It is possible, 
of course, for someone to reproduce an electric direc- 
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tory but they are not comparable in the value that 
is rendered to the merchant. We have run into 
definite cases where the salesman of the competitor 
wanted to quit and work on our proposition because 
they could see the many advantages. 

We are not interested, and you should not be 
interested in the other fellow and his arrangement. 
You can rest assured that you have equipment that 
has much more of an appeal than any competitor 
can possibly have. If you will send us a list of 
the hotels that you desire to have leases we will 
write them direct telling them of the many advan- 
tages, we feel that the standing of the company and 
your personal standing, we should have no difficulty 
in getting them to reconsider in giving you a lease 
for an installation. 

As far as the Better Business Bureau, they are 
perfectly at liberty to make any investigation they 
desire as our company is operated on an extremely 
ethical basis. We, of course, are not in a position 
either to know or state about any competitor. 

We appreciate as well as you must, that it is quite 
unpleasant on the part of the Better Business Bureau 
to go out of their way (as you have conveyed the 
thought) to create trouble for you, as their pur- 
pose should be as an investigating organization and 
not a trouble-making one. 

In reference to the National Directories System, 
we have very carefully investigated their connection 
with the Robot Map Service and the president of 
the Robot Map secured the contre] of the National 
Directories System a couple of years ago. We know 
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that they are constantly being tied in with law suits 
on the National Directories set-up and that they 
are one and the same company. Of course, we 
have no information as to the truth of these asser- 
tions and there is no way we can secure this informa- 
tion for you. 

We did have some information a month or so 
ago that the salesman of the Robot Company had 
quit and they were ready to fold up; but again, 
we are not in a position to substantiate these facts 
other than we can say it 1s heresay. 

The Direct-U-Systems, nor any of its officers have 
any connection with the National Directories or the 
Robot Map Service. 

Several years ago the writer did have a financial 
interest in the National Directories but sold all of 
his holdings in March, 1938, to Mr. Young who is 
the president of the Robot Map Service. 

Outside of this, there is no other information 
We can give you with the exception that the Direct- 
U-Systems has exclusive features that no other com- 
pany has, and also that the company operates on 
an extremely ethical basis. 

If you do not feel that you have an opportunity 
to go ahead with this work, of course we will en- 
deavor to work out some arrangement to secure 
Someone to take over your contract which, as you 
know, provides that: you have paid the advance 
lease rental on two Systems to be delivered to you 
in accordance with your contract and when you 
furnish us with the necessary data to complete the 
equipment. 
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We feel confident that a man of the type that you 
are—judging from the recommendations of Mr. 
Morgan, that if you would apply yourself to the 
development of your territory and let the competitor 
do likewise or as he desires, vou will be suecessful. 
We suggest that you forget all about the other fellow 
and go ahead with your business which cannot help 
but be producctive. 

Yours truly, 
DIRECT-U-SYSTEMS 
By C W TALBOTT 
nh 
An International Service 


Contrary to the form of the statute in such ease 
made and provided and against the peace and dignity 
of the United States of America. [15] 


FIFTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, 
as if again set forth at length, all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter referred 
to in said count and deseribing said letter; that 
said defendants on or about May 1, 1940, then having 
devised the scheme and artifice in said first count 
deseribed, in the Central Division of the Southern 
District of California and within the jurisdiction of 
the United States and this Honorable Court, for 
the purpose of executing said scheme and artifice 
to defraud, did unlawfully, wilfully and feloniously 
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knowingly place and cause to be placed in the United 
States Post Office at Los Angeles, California, to be 
sent and delivered by the Post Office establishment 
of the United States, according to the directions 
thereon, a certain letter in a postpaid envelope ad- 
dressed to: 

Mr. Harold E. Weeks, 

160 Fifth Avenue, 

New York City 


to-wit: a letter of the following tenor :[16] 


Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


May 1, 1940 
Mr. Harold E. Weeks, 
160 Fifth Avenue, 
New York City 


Dear Mr. Weeks: 

We received your telegram giving us the informa- 
tion that the Waldorf installation was made by the 
National Directory Systems for that hotel while the 
writer was president of the old company. 

This is all news to us as the writer has had no 
interest in the National Directory Systems since the 
early part of 1938—and to the best of his recollece- 
tion, there was never any lease on the Waldorf 
Astoria. Of course, any operation of the National 
Directory is out of any jurisdiction or suggestion 
of the writer. However, if you will send us the 
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names of the advertisers on there it is quite possible 
that we could get some of the creditors for the old 
National Directory Systems to demand that the pay- 
ments be made direct to them. This, of course, you 
can readily appreciate will stop any operations in 
a hurry on the National Directory. 

In reference to the rotating machine—we are tool- 
ing up to get this equipment in manufacture. But 
as we requested some time ago, if you will give us 
your reaction as to any changes, etc., we would 
appreciate it very much. We were advised by Mr. 
Musorofiti that the operation was very good in the 
Park Central—in fact, it was running satisfactorily. 
However, he recommended and suggested that we 
furnish one of the new rotators, which we intend 
to do. 

We asked you sometime ago to send us the copy 
on some of your cards, and we would be only too 
happy to cooperate and would have some of them 
re-made here to take care of the damaging there. 

We have not been able to get any reports as to 
the additional sales of any space on either the Park 
Central or on the Imperial—nor have we been able 
to get any cooperation from you in furnishing us 
the data we requested so we could prepare some 
special selling material for you. 

We are quite at loss to understand your total lack 
of cooperation and your indifference to this situa- 
tion, as we are extremely anxious to work out and 
cooperate with you in every way possible. You 
can readily appreciate that the only way we can 
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hope to profit by this is through your installations 
and the royalties which would be forthcoming. 

If you will go through your file for the past few 
months and furnish us the information we requested, 
we will be able to furnish you some additional selling 
helps which we believe will be quite advantageous 
to you. 

In the meanwhile, we are proceeding with the 
development of the new rotating machine. We as- 
sume from the information that Mr. Musorofiti has 
furnished us and your lack of advising us to the 
contrary—that the rotating machine is functioning 
perfectly in the Imperial and there would be no 
changes suggested. 

We would appreciate it, however, if you would 
have a photograph made of the installation in the 
Imperial so that we could keep our records complete. 

If there is any other cooperation and assistance 
we can render you, please do not hesitate to call 
upon us. We are extremely interested in your suc- 
cess and will cooperate with you in any way that 
is in line with good business. 

With the kindest personal regards, we are 

Yours very truly, 
DIRECT-U-SYSTEMS 
By C W TALBOTT 
President 
CWT/nh 


An International Service 


[Stamped]: Received May 3 1940 
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Contrary to the form of the statute in such case 
made and provided and against the peace and dignity 
of the United States of America. [17] 


SIXTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do rve-allege and incorporate herein, as 
if again set forth at length, all of the allegations 
of the first count of this indictment exeept those 
allegations alleging the mailing of the lettci referred 
to in said count and deseribing said letter; that said 
defendants on or about June 7, 1940, then having 
devised the scheme and artifice in said first count 
described, in the Central Division of the Southern 
District of California and within the jurisdiction of 
the United States and this Honorable Court, for 
the purpose of executing said scheme and artifice 
to defraud, did unlawfully, wilfully and feloniously 
knowingly place and cause to be placed in the United 
States Post Office at Los Angeles, California, to be 
sent and delivered by the Post Office establishment 
of the United States, according to the directions 
thereon, a certain letter in a postpaid envelope ad- 
dressed to: 

Mr. Byron Kennedy, 
604 West Columbus Ave. 
Bellefontaine, Ohio. 


to-wit: a letter of the following tenor: [18] 


United States of America go 


(Envelope) 
Divect-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


[Stamped]: Los Angeles, Jan 7 8 PM 1940 Cahf 
Air Mail Special Delivery Fee Paid 10 Cents Fee 
Claimed by Office of First Address 


Mr Byron Kennedy, 
604 West Columbus Ave. 
Bellefontaine, Ohio. 


Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


June 7, 1940 
Mr Byron Kennedy 
604 West Columbus Ave., 
Bellefontaine, Ohio. 


Dear Mr. Kennedy: 

We wish to acknowledge receipt of the agreement 
entered into on June 6th with Mr L. F. Marsh, which 
covers the installations of Direct-U-Systems in cer- 
tain counties in Ohio as set forth in the agreement. 

We also wish to acknowledge receipt of your check 
in the amount of $750.00 for which we thank you. 
This $750.00 as provided for in the contract, covers 
the advance lease rental on one Direct-U-System. 

We take this opportunity of welcoming you not 
only as a new operator and new unit of our service, 
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but also with special interest because of the recom- 
mendations that Mr Marsh has personally written 
us regarding you. 

Mr Marsh has undoubtedly that you that the atti- 
tude and the ability of our lessees is a matter of 
ereat importance to us. We wish to take this oppor- 
tunity to assure vou that the suecess of your terri- 
tory is of prime interest to us, as it is only through 
your success that we ean profit, and we desire to 
have you feel that it is our sincere desire to cooperate 
and assist you in every way possible. 

Direct-U-Systems offer an unusual opportunity 
for a dignified, permanent business, as it fills and 
furnishes a service that is appreciated by the travel- 
ing public, and the hotel man is very much interested 
init. Heappreciates that through Direct-U-Systems 
he ean render a very beneficial and helpful service 
to his guests. 

The merchant and professional man appreciates 
the fact that through Direct-U-Systems he can reach 
the elass of people who are conceded to be the money 
spending public, in a new and unique manner. 

Your contract and printing copy arrived to late 
for us to enclose samples of your letterheads but 
will endeavor to get them in the mail in the 
morning. 

We would like to have you send us a list of approxi- 
mately 200 names and addresses of the outstanding 
merchants and professional men in your community, 
so that we may prepare the advance letters to be 
sent to them prior to your salesmen contacting them. 
We feel that this is very helpful as it eliminates 
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a great deal of lost time and sales resistance for 
your salesmen. . 

You and each of our lessees are the proprietors 
of an independent business and will have complete 
charge of it, and you will profit exactly in the same 
proportion. So obviously we have good reason to 
be anxious to know that our operators shall have 
every qualification to make it successful, and we 
have reason to feel and believe that you can do this. 

We are enclosing a District Manager’s manual 
of procedure, as well as a sales manual. This will 
vive you a great deal of information and sugges- 
tions on the program that we have found to be a 
successful method of operation—which has been 
proven by other operators. Kindly send us ‘the 
list of names as outlined above, and other data which 
is requested in our procedure manual, as soon as 
possible, as this will assist in eliminating all possible 
delay. | 

We are confident that Mr Marsh has explained 
each portion of our agreement with you, but if there 
is any point or provision that is not throughly under- 
stood by you, please do not hesitate to write us im- 
mediately so that we may clarify it. It is our desire 
to have this affiliation be mutually pleasant, profit- 
able and of long duration. It is with this thought 
in mind that we have prepared our agreement in 
a very concise and clearly understood manner as 
it is our desire that our future will be occupied in 
the development of more business and beautiful in- 


stallations and we desire to have no misunderstand- 
ings. 


36 Norman H. Marshall vs. 


We want to assure you that we are very happy 
to have you join our organization and we feel that 
you will develop your area so that it will be one 
of the outstanding districts in the United States. 

With kindest personal regards and assuring you 
that we are interested in cooperating In every way 
possible, we are, 

Very truly yours 
DIRECT-U-SYSTEMS 
By C W TALBOTT, 
President. 
T/N 
An International Service 


Contrary to the form of the statute in such case 
made and provided and against the peace and dignity 
of the United States of America. [19] 


SEVENTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, 
as if again set forth at length. all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter referred 
to in said count and describing said letter; that 
said defendants on or about July 18, 1940, then 
having devised the scheme and artifice in said first 
eount described, in the Central Division of the 
Southern District of California and within the juris- 
diction of the United States and this Honorable 
Court, for the purpose of executing said scheme 
and artifice to defraud, did unlawfully, wilfully 
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and feloniously knowingly place and cause to be 
placed in the United States Post Office at Los An- 
geles, California, to be sent and delivered by the 
Post Office establishment of the United States, ac- 
cording to the directions thereon, a certain letter 
in a postpaid envelope addressed to: 


Mr. George H. Broderick 
409 Griswold Street 
Detroit, Michigan 


to-wit: a letter of the following tenor: [20] 


Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


July 18, 1940 


Mr. George H. Broderick 
409 Griswold Street 
Detroit, Michigan 


Dear Mr. Broderick: 

We wish to acknowledge your recent letter and 
can assure you that we have no intentions of enter- 
ing into a lengthy amount of correspondence rela- 
tive to our past business arrangements. 

You voluntarily requested the cancellation of your 
agreement, and vou made many statements which 
of course we all know are not true, and are entirely 
beyond the matter at hand. 

You were thoroughly familiar with the agreement 
which you entered into, which was a lease agreement 
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whereby you leased certain equipment from this com- 
pany which was to be of standard type, and not to 
be designed to fill your own personal ideas, and we 
have vour letters in which you stated that the equip- 
ment funetioned perfectly as it was designed, and 
by using the material which we insisted upon. 
There were no misrepresentations as to your, en- 
tering into the contract, as you made every inves- 
tigation that you could think of, and made every 
point that was not clearly defined, you had it defined 
in your letter so there would be no misunderstanding. 
We are quite confident that there were no rep- 
resentations made as to what any of the lessees were 
making, as that would be of no interest to you. 
We are confident that the area which you have, 
would make more than the amount that a good 
business man would feel was a fair income, and 
there is most certainly no reason why you are not 
making a success in that particular area. You have 
one of the most beautiful installations in, in a pop- 
ular hotel but you do not choose to operate on a 
basis that is in line with good advertising principles. 
The losses that you are causing us by your con- 
tinued refusal to develop that area, is of course 
ereat. We have your own statement that the equip- 
ment does work perfectly and is working perfectly, 
as well as we have had numerous checks on the 
operations in the hotel by various people from whom 
we have affidavits. 
We are again making a demand that you return 
the replaced rotating machine which you are unlaw- 
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fully and illegally retaining, which was obtained 
by you on subterfuge, and we demand that you 
return this to us without further delay. 

We have always endeavored to cooperate and work 
with you in every way that is possible, and we 
regret very much that you have taken this attitude. 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
T/F 


An International Service 


Contrary to the form of the statute in such case 
made and provided and against the peace and dignity 
of the United States of America. [21] 


EIGHTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, 
as if again set forth at length, all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter referred 
to in said count and describing said letter; that said 
defendants on or about August 8, 1940, then having 
devised the scheme and artifice in said first count 
described, in the Central Division of the Southern 
District of California and within the jurisdiction 
of the United States and this Honorable Court, for 
the purpose of executing said scheme and artifice 
to defraud, did unlawfully, wilfullv and feloniously 
knowingly place and cause to be placed in the United 
States Post Office at Los Angeles, California, to 
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be sent and delivered by the Post Office establishment 
of the United States, according to the directions 
thereon, a certain letter in a postpaid envelope ad- 
dressed to: 

Mr. Harold E. Weeks 

160 Fifth Av. 

New York City. 


to-wit: a letter of the following tenor: [22] 


Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


August 8, 1940 
Mr. Harold E. Weeks 
160 Fifth Ave. 
New York City. 


Dear Mr Weeks: 

We wish to acknowledge receipt of your favors 
of the 2nd and 5th and wish to assure you that 
we have no desire to enter into any controversy 
with you nor do we want to have any hard feeling 
or any misunderstandings with you as it is so foolish 
as we are both interested in reaching the same goal, 
the installation and successful operations of Direct- 
U-Systems in your area. 

We do want you to know that we are sincerely 
endeavoring to render you the best service that we 
know how and build you the best equipment that 
we humanly can. Our sincere endeavor is to assist 
and co-operate with you in everyway possible and 
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it is possible that during this time when so many 
things seem to go wrong that all of our nerves 
become somewhat on edge. Possibly we have both 
taken things that have been written in a way entirely 
different than the true since in which they were 
meant and to offend you is the farthest from our 
intent and we do hereby entend our apologies. 

In every business that you must depend on others 
to do your contacting many reports are sent in many 
are no doubt tendered more in a nature of excuses 
to cover shortcomings and we passed on to you telling 
you what we had heard and we are quite glad to 
be assured by you that they were not true as we 
felt that you were not the type of a person that 
would knowingly hurt us. As far as we are con- 
cerned we consider the matter closed with our regrets 
that they were even called to your attention. 

The Pacific National Advertising Agency is just 
one of several hundred advertising agencies that 
handle space for various newspapers for the com- 
missions that the papers pay them and they with 
several other firms rent space in the same building 
that we are located. 

As far as Mr N. H. Marshall is concerned he is 
not employed by us nor has he been but is well known 
by us as he was at the time the old National was 
operating most successfully as the financial records 
will show it was when he handled the sales and 
thru his efforts and knowledge and hard work the 
most successful development was done not only by 
the company but by the lessees. When he left the 
old National due to some personal and domestic 
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difficulties their decline started and when it reached 
a point that the writer did not care to be associated 
he disposed of his interests and the old investors 
realized that they had made a mistake and we are 
sure that if you knew him we are sure that vou 
would agree. He is interested in some educational 
business but we are sure that if you will write him 
addressed P. O. Box __--? Hollywood Cal. that it 
will be forwarded to him and he will, we feel, be 
more than elad to assist in rectifying any reports 
that may be damaging to vou or this company. 

We are at loss to understand what connections 
any report on him may have with your selling any 
of your prospects as he has never had any eon- 
nections with this company but we will say, frankly, 
that he can have a position here at anytime and 
we are equally sure that if you knew him you would 
give him serious consideration as to the handling 
of your sales. 

Your prospects are doing business with you indi- 
vidually and this company has nothing to do with 
it nor does anyone else as we ean see it and we 
feel that all you have to do is to establish yourself 
in their eyes as your are the lessee and operator of 
Direct-U-Svstems in New York City. 

As far as we are coneerned we want to consider 
any misunderstandings in the past a closed book and 
extend ourselves to developing a future that will 
more than offset any unpleasantness. 

We are very happy that vou are well pleased 
with the Governor Clinton installation as we can 
assure you that we have truly tried to build it as 
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near perfect as possible and we do regret that there 
was anything to do to the machine and we are con- 
fident that it will function perfectly. We do ap- 
preciate the fact that you are sincere in your desire 
to make helpful suggestions to perfect the equip- 
ment and if we have ever wrote otherwise please 
accept our apologies again. 

We are sure that you appreciate that some ar- 
rangements must be made to shut the motor off a 
few hours each day and using Direct Current a time 
switch can not be used. 

We are rushing the other systems as fast as we 
can but as we have explained some of the vital parts 
are being held up by the war such as push buttons 
and certain other materials. We have the cabinets 
completed printing, rotating machines ready ete as 
are quite interested in getting them to you as soon 
as possible. 

We would appreciate it greatly if you would have 
a photo made and if possible to include the hotel 
manager as we have a program that we feel we assist 
you materially in your sales if you will co-operate 
along these lines. 

With the kindest personal regards and again as- 
suring you that we hope any unpleasantness in the 
past will be overlooked as a closed book, we are, 

Very truly yours 
DIRECT-U-SYSTEMS 
By:C W TALBOTT 
T/N 


An International Service 


[Stamped]: Received Aug 12 1940 Ans’d ___- 
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Contrary to the form of the statute in such case 
made and provided and against the peace and dignity 
of the United States of America. [23] 


NINTH, GOUNT 


And the evand jurors aforesaid upon their oath 
aforesaid do further present : 

That they do re-allege and incorporate herein, 
as if again set forth at length, all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter referred 
to in said count and describing said letter; that 
said defendants on or about November 6, 1940, then 
having devised the scheme and artifice in said first 
count described, in the Central Division of the 
Southern District of California and within the juris- 
diction of the United States and this Honorable 
Court, for the purpose of executing said scheme and 
artifice to defraud, did unlawfully, wilfully and 
feloniously knowingly place and cause to be placed 
in the United States Post Office at Los Angeles, 
California, to be sent and delivered by the Post Office 
establishment of the United States, accurding to 
the directions thereon, a certain letter in a postpaid 
envelope addressed to: 


Mr. Arthur K. Barnes, 
401 Scott Place 
Pasadena, California 


to-wit: a letter of the following tenor: [24] 
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Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


November 


Getober 6, 1940 


Mr. Arthur K. Barnes 
401 Scott Place 
Pasadena, California 


Dear Mr. Barnes: 

We wish to acknowledge receipt of the agreement 
entered into on November 6th with Mr. L. F. Marsh, 
which covers the installation of Direct-U-Systems 
in territory adjacent to Los Angeles as outlined in 
the contract. 

We also wish to acknowledge receipt of your check 
in the amount of $1500 for which we thank vou. 
This $1500 as provided for in the contract, covers 
the advance lease rental on two Direct-U-Systems. 

We wish to take this opportunity of welcoming 
you not only as a new operator and new unit of 
our service, but also with special interest because 
of our knowledge of your ability. 

Mr. Marsh has undoubtedly told you that the atti- 
tude and the ability of our lessees is a matter 
of great importance to us. We wish to take this 
opportunity to assure you that the success of your 
territory is of prime interest to us, as it is only 
through vour success that we can profit, and we 
desire to have you feel that it is our sincere desire 
to cooperate and assist you in every way possible. 
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Direct-U-Systems offer an unusual opportunity 
for a dignified permanent business, as it fills and 
furnishes a service that is appreciated by the travel- 
ing public, and the hotel man is very much inter- 
ested in it. He appreciates that through Direct-U- 
Systems he can render a very beneficial and helpful 
service to his guests. 

The merchant and professional man appreciates 
the fact that through Direct-U-Systems he can reach 
the class of people who are conceded to be the 
money spending public, in a new and unique manner. 

We have the tentative list of outstanding mer- 
chants and professional men in Long Beach which 
we are preparing for you in order that the advance 
letters may be prepared. We feel that these letters 
will be very helpful as they eliminate a great deal 
of lost time and sales resistance for your salesmen. 

You and each of our lessees are the proprietors 
of an independent business and will have complete 
charge of it, and you will profit exactly in the same 
proportion. So obviously we have good reason to 
be anxious to know that our operators shall have 
every qualification to make it successful, and we 
have reason to feel and believe that you can do this. 

We are enclosing a District Manager’s Manual 
of Procedure, which will give you a great deal 
of information and suggestions on the program 
which we have found to be a successful method of 
operation, and one which has been proven by other 
operators. 

We are confident that Mr. Marsh has explained 
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each portion of our agreement with you, but if there 
is any point or provision that is not thoroughly 
understood by you, please do not hesitate to write 
us immediately, so that we may clarify it. It is 
our desire that this affiliation be mutually pleasant, 
profitable and of long duration. It is with this 
thought in mind that we have prepared our agree- 
ment in a very concise and clearly understood man- 
ner, as it is our desire that our future will be 
occupied in the development of more business and 
beautiful installations, and we desire to have no 
misunderstandings. 

We want to assure you that we are very happy 
to have you join our organization and we feel that 
you will develop your area so that it will be one 
of the outstanding districts in the United States. 

With kindest personal regards and assuring you 
that we are interested in cooperating in every way 
possible, we are 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C W TALBOTT 
President 
T/r 
Enel. 
An International Service 
Contrary to the form of the statute in such case 


mace and provided and against the peace and dignitv 
of the United States of America. [25] 
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TENTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 

That they do re-allege and incorporate herein, as 
if agai sect forth at length, all of the allegations 
of the first count of this indictment except those 
allegations alleging the mailing of the letter referred 
to in said count and describing said letter; that 
said defendants on or about November 9, 1940, then 
having devised the scheme and artifice in said first 
count described, in the Central Division of the 
Southern District of California and within the juris- 
diction of the United States and this Honorable 
Court, for the purpose of executing said scheme 
and artifice to defraud, did unlawfully, wilfully and 
feloniously knowingly place and cause to be placed 
in the United States Post Office at Los Angeles, 
California, to be sent and delivered by the Post 
Office establishment of the United States, according 
to the directions thereon, a certain letter in a post- 
paid envelope addressed to: 


Mr. Ralph H. Bergen 
614 McLaughlin Avenue 
Richmond, California 


to-wit: a letter of the following tenor: [26] 
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Direct-U-Systems 
General Offices 
Direct-U-Building—7225 Beverly Blvd. 
Los Angeles, California 


November 9, 1940 


Mr. Ralph H. Bergen 
614 McLaughlin Avenue 
Richmond, California 


Dear Mr. Bergen: 

We wish to acknowledge receipt of the agreement 
entered into on November 6th with Mr. Rolland R. 
Bryant, which covers the installation of Direct-U- 
Systems in San Francisco and San Mateo counties, 
inclusive. 

We also wish to acknowledge receipt of your check 
in the amount of $2250, for which we thank you. 
This $2250 as provided for in the contract, covers 
the advance lease rental on 3 Direct-U-Systems. We 
also wish to acknowledge receipt of your check in 
the amount of $300.00 for one Direct-U-Display, 
for San Francisco, San Mateo, Alameda and Contra 
Costa Counties, for which we also thank you. 

We wish to take this opportunity of welcoming 
you not only as a new operator and new unit of our 
service, but also with special interest because of our 
knowledge of your ability. 

As we have told you, the attitude and the ability 
of our lessees is a matter of great importance to us. 
We wish to take this opportunity to assure you that 
the success of your territory is of prime interest 
to us, as it is only through your success that we 
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ean profit, and we desire to have you feel that it 
is our sineere desire to cooperate and assist you ‘in 
every way possible. 

Direct-U-Systems offer an unusual opportunity 
for a dignified permanent busines, as it fills and fur- 
nishes a serviee that is appreciated by the traveling 
public, and the hotel man is very much interested 
init. He appreciates that through Direct-U-Systems 
he ean render a very beneficial and helpful service 
to his guests. 

The merchant and professional man appreciates 
the fact that through Direct-U-Systems he can reach 
the class of people who are conceded to be the money 
spending public, in a new and unique manner. 

Mr. Bryant informs us that you are preparing 
a list of approximately two hundred names of out- 
standing merchants and professional men, in order 
that we may prepare the advance letters for them. 

We feel that these letters will be very helpful as 
they eliminate a great deal of lost time and sales 
resistance for your salesmen. 

You and each of our lessees are the proprietors 
of an independent business and will have complete 
charge of it, and you will profit exactly in the same 
proportion. So obviously we have good reason to 
be anxious to know that our operators shal] have 
every qualification to make it suecessful, and we 
have reason to feel and believe that you ean do this. 

We are enelosing a District Manager’s Manual 
of Procedure, which will give you a great deal of 
information and suggestions on the program which 
we have found to be a successful method of opera- 
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tion, and one which has been proven by other 
operators. 

We are confident that you understand each por- 
tion of our agreement with you, but if there is any 
point or provision that is not thoroughly understood 
by you, please do not hesitate to write us imme- 
diately, so that we may clarify it. It is our desire 
that this affiliation be mutually pleasant, profitable 
and of long duration. It is with this thought in 
mind that we have prepared our agreement in a 
very concise and clearly understood manner, as it 
is our desire that our future will be occupied in 
the development of more business and beautiful in- 
stallations, and we desire to have no misunderstand- 
ings. 

We want to assure you that we appreciate your 
making the trip down here to see us, and it: has 
been a great pleasure to meet you, and we are ex- 
ceedingly happy to have you join our organization. 
We are confident that with your ability, you will 
develop your area so that it will be one of the out- 
standing districts in the United States. 

With kindest personal regards and assuring you 
that we are interested in cooperation in every way 
possible, we are, | 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C W TALBOTT, 
President 
T/F 
Encl. 


An International Service 


52 Norman HI. Marshall vs. 


Contrary to the form of the statute in such case 
made and provided and against the peace and dignity 
of the United States of America. [27] 


ELEVENTH COUNT 


And the grand jurors aforesaid upon their oath 
aforesaid do further present: 
That 
Helen May Fawkes; 
Llewellyn F. Marsh ; 
Norman H. Marshall ; 
Albert A. Martinez; and 
Charles W. Talbot, 


the identical persons named in the first and pre- 
eeding counts of this indictment, and hereinafter 
referred to as the defendants, heretofore to-wit: 
prior to the dates of the commission of the overt 
acts hereinafter alleged, and continuously there- 
after down to and including the date of the filing 
and return of this indictment, did knowingly, wil- 
fully, unlawfully, corruptly, fraudulently and fe- 
loniously conspire, combine, confederate and agree 
among themselves and with each other, and with 
other persons whose names are to the grand jurors 
unknown, to commit certain offenses against the 
United States, that is to say, that they, said de- 
fendants, did so knowingly, wilfully, unlawfully, 
corruptly and feloniously conspire, combine, con- 
federate and agree among themselves and with 
each other, and with other persons whose names 
are to the grand jurors unknown as aforesaid, to 
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devise a scheme and artifice to defraud and to 
obtain money and property by means of false and 
fraudulent pretenses, representations and promises 
from those persons described and named in the 
first count of this indictment as the persons in- 
tended to be defrauded, and for the purpose of 
executing such scheme and artifice to place and 
cause to be placed in the Post Office establishment 
of the United States letters, circulars, advertise- 
ments, newspapers, bulletins and other mail matter 
addressed to various and sundry persons residing 
within the United States, the names and addresses 
of said persons, other than as stated in the pre- 
ceeding counts [28] of this indictment, being to 
the grand jurors unknown; 

That said scheme and artifice to defraud and to 
obtain money and property by means of false and 
fraudulent pretenses, representations and promises, 
which said defendants so conspired to devise and 
execute as aforesaid as more particularly set forth 
and described in the first count of this indictment, 
are hereby re-alleged and re-incorporated hereim 
as if again set forth at length; 

And the grand jurors aforesaid upon their oath 
aforesaid do further charge and present that at 
the hereinafter stated times, in pursuance of and 
in furtherance of, in execution of and for the pur- 
pose of carrving out and to effect the object, de- 
sign and purposes of said conspiracy, combina- 
tion, confederation and agreement aforesaid the 
hereinafter named defendants did commit the fol- 
lowing overt acts: 
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1. That on or about April 19, 1940 defendant 
Helen May Fawkes, at Los Angeles, California, 
did endorse over to Rosa and James Gioga for 
collection a certain check for $375.00, dated April 
20, 1940, payable to Direct-U-Systems, Inc., and 
drawn on the Second National Bank of Beloit, Wis- 
eonsin by B. W. Helm. 

2. That on or about November 27, 1938, at 
Madison, Wisconsin, defendant Albert A. Mar- 
tinez did cause to be written and did sign a cer- 
tain letter addressed to Mr. James Gregory, 317 
West Mufflin Street, Madison, Wisconsin. 

3. That on or about April 23, 1940, at South 
Bend, Indiana, defendant Llewellyn F. Marsh did 
receive from Richard H. Michaels a check for 
$1500.00 and did transmit the same by mail to 
Direct-U-Systems, Inc., in Los Angeles, California. 

4. That on or about April 30, 1940, at South 
Bend, Indiana, defendants Llewellvn F. Marsh and 
Albert A. Martinez did discuss with Richard H. 
Michaels the matter of a franchise to install di- 
rectories in the State of Indiana. 

4. That on or about December 14, 1938, at Los 
Angeles, California, defendant Charles W. Talbott 
did prepare for mailing by insured pareel [29] 
post to Bright Advertising Co., 408 Niccollet Ave., 
Minneapolis, Minn., a package of supplies including 
three reproductions of a letter from Hotel Multno- 
mah of Portland, Oregon and three reproductions 
of a letter from New Washington Hotel of Seattle, 
Washington, dated July 22, 1938 and July 25, 
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1938, respectively, addressed to Mr. A. Kane, Pio- 
neer Bldg., Los Angeles, California. 

6. That on or about October 23, 1940, at Los 
Angeles, California, defendant Charles W. Talbott 
did prepare a certain letter addressed to Arthur 
K. Barnes, 401 Scott Place, Pasadena, California, 
and did subscribe and acknowledge the same before 
defendant Norman H. Marshall as a notary public. 

7. That on or about June 5, 1940, at Los An- 
geles, California, defendant Norman H. Marshall 
did prepare a certain letter addressed to Better 
Business Bureau, Tulsa, Oklahoma, and did sign 
thereto the name of defendant Charles W. Talbott. 

8. That on or about September 30, 1940, at Los 
Angeles, California, defendant Norman H. Marshall 
did prepare a certain letter addressed to Mr. Byron 
Kennedy, 215 Keith Bldg., Dayton, Ohio, and did 
sign thereto the name of defendant Charles W. 
Talbott. 

9. That on or about May 13, 1940, at Los An- 
geles, California, defendant Helen May Fawkes 
did prepare and sign a certain letter addressed to 
Mr. J. KE. Waggener, 5601 Wornall Road., Kan- 
sas City, Mo. 

10. That on or about August 19, 1938, at Oak- 
land, California, defendant Albert A. Martinez did 
sign a document described as an ‘‘agreement’’ 
wherein H. R. Browne was to have the exclusive 
right to operate ‘‘Direct-U-Systems”’ in the City 
of San Francisco and adjoining territory. 

J1. That on or about April 1], 1939, at San 
Francisco, California, defendant Albert A. Mar- 
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tinez did sign a document described as an “‘agree- 


ment’? wherein Ralph A. Burke was to have the 
exclusive right to operate ‘‘Direct-U-Systems”’ in 
the City of San Francisco, California. 

12. That on or about February 9, 1939, at Oak- 
land, California, [80] defendant Norman H. Mar- 
shall did sign a document deseribed as an ‘‘agree- 
ment’’ wherein L. C. Whitby was to have the ex- 
elusive right to operate ‘‘Direet-U-Systems’’ in 
Alameda, Santa Clara, Sacramento and San Joa- 
quin Counties in Cahfornia. 

13. That on or about January 3, 1941, at los 
Angeles, California, defendants Charles W. Tal- 
bott and Helen May Ifawkes, in a meeting of the 
Board of Directors of Direct-U-Systems, did vote 
to ratify a contract dated November 12, 1940 where- 
by Ralph H. Bergen was to have the exclusive 
right to operate ‘‘Direct-U-Systems”’ in all of the 
State of California north of Santa Maria and 
Bakersfield. 

Contrary to the form of the statute in such 
case made and provided and against the peace 
and dignity of the United States of America. 

WM. FLEET PALME 
United States Attorney. [81] 
A true bill, 
DAVID E. LLEWELLYN, 
Foreman. 
Bail, Marshall, $10,000. 
Others $5000. [32] 


[Endorsed]: Filed Jul. 30, 1941. 


United States of America 57 


At a stated term, to wit: The February Term, 
A. D. 1941, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of 
Los Angeles on Thursday the 7th day of August 
in the year of our Lord one thousand nine hun- 
dred and forty-One. 

Present: The Honorable: Ralph E. Jenney, Dis- 
trict Judge. 


No. 14,988—Crim. 
[Title of Cause.] 
PLEAS OF NOT GUILTY 


This cause coming on for arraignment and plea 
of defendants Helen May Fawkes, Llewellyn F. 
Marsh, Norman H. Marshall, Albert A. Martinez, 
and Charles W. Talbott; R. K. Lambeau, Assis- 
tant U. 8. Attorney, appearing as counsel for the 
Government; Geo. E. Stoddard, Esq., appearing 
as counsel for Defendants Marshall, Fawkes, and 
Talbott, who are present; Defendants Marsh and 
Martinez being absent; and C. W. Lunsford, Court 
Reporter, being present and ‘reporting the testi- 
mony and the proceedings: 

Defendants Fawkes, Marshall, and Talbott state 
their true names are as set forth in the indict- 
ment, waive reading thereof, and enter separate 
pleas of not guilty to each count. 

Attorney Stoddard states that Defendant Mar- 
tinez is in the east and will surrender soon. 
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It is ordered that the cause be, and it hereby 
is, continued to August 11, 1941, at 2 P.M. for ar- 
raignment and plea of Defendant Marsh, and to 
September 8, 1941, for setting for trial as to De- 
fendants Fawkes, Marshall, and Talbott before 
Judge McCormick. [83] 


At a stated term, to wit: The September Term, 
A. D. 1942, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of 
Los Angeles on Wednesday the 30th day of Sep- 
tember in the year of our Lord one thousand nine 
hundred and forty-Two. 

Present: The Honorable: Ben Harrison, District 
Judge. 

No. 14,988-BH Crim. 


[Title of Cause. ] 


This cause coming on for further trial of de- 
fendant Llewellyn F. Marsh on each of counts 4, 
5, and 8 to 11 inclusive, and of defendants Nor- 
man H. Marshall, Albert A. Martinez, and Charles 
W. Talbott on each of counts 1 to 5, inclusive, and 
8 to 11 inclusive; Charles H. Veale, Assistant U. 8. 
Attorney, appearing as counsel for the Govern- 
ment; Claude A. Shutt, Esq., appearing as counsel 
for Defendant Marsh; Geo. E. Stoddard, and Ames 
Peterson, Esq., (associate counsel) appearing as 
counsel for Defendants Marshall, Martinez, and 
Talbott; all of the said defendants being present 
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on bond; Samuel Goldstein, Court Reporter, being 
present and reporting the proceedings; and the 
jury and the alternate juror being present and 
counsel for both sides so stipulating, it 1s ordered 
that the trial proceed. * * * 

The court instructs the jury on the law of this 
ease, and at the conclusion of the Court’s instruc- 
tions, 

There are no exceptions by the defendants or the 
Government to the Court’s instructions given to 
the jury. The Court at this time excuses the alter- 
nate juror, Guy C. Earl, Jr., heretofore impaneled 
and present during the trial of this case; and pur- 
suant to the Court’s order two bailiffs, E. L. Saun- 
ders and Chas. F. Ward are sworn as officers to 
eare for this jury; and blank forms of verdicts as 
to each defendant, the indictment, and all exhibits 
in evidence are given to the jury, except Defts’ 
Ex. 3F (large electrical directory), which was [34] 
withdrawn from evidence on stipulation of the 
parties and order of the Court; and at the hour 
o© 2:15 P.M. 

The jury retire to the Jury room in charge of 
said officers so sworn, to deliberate upon its ver- 
dicts, and the Court recesses. 

* % * % * Cy * 

At 10:03 P.M. the jury again return into court, 
the jury being present, and the four defendants 
on trial being present, and all others being present 
as before, and counsel stipulating that the jury 
and the defendants are present; 

The Court inquires of the jury if they have 
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reached verdicts, and the jury through their fore- 
man states that it has reached verdicts as to the 
defendants, and the Court orders that said verdicts 
be presented to the Court; and the verdicts are 
presented to the Court, and pursuant to the Court’s 
order are read by the clerk. The Court inquires 
of counsel if they desire the jury polled and coun- 
sel state that they do not. Whereupon, the Court 
orders that the four verdicts be read, filed, and 
spread upon the minutes, the said four verdicts as 
filed being as follows: * * * [35] 


[Title of District Court and Cause. ] 


VERDICT AS TO DEFENDANT 
NORMAN H. MARSHALL 


We, the Jury in the above-entitled cause, find the 
defendant, Norman H. Marshall, Guilty as charged 
in count 1 of the Indictment; Guilty as charged 
in count 2 of the Indictment; Guilty as charged in 
eount 3 of the Indictment; Guilty as charged 
in count 4 of the Indictment; Guiltv as charged in 
eount 5 of the Indictment; Guilty as charged 
in count 8 of the Indictment; Guilty as charged in 
eount 9 of the Indictment; Guilty as charged 
in count 10 of the Indictment; Guilty as charged in 
eount 11 of the Indictment. 


Dated: Los Angeles, California, September 30, 
1942, 
WALTER M. GUIDEL 
Foreman. 


[Endorsed]: Filed Sept. 30, 1942. [36] 
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At a stated term, to wit: The September Term, 
A. D. 1942, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of 
Los Angeles on Monday the 26th day of October 
in the year of our Lord one thousand nine hundred 
and forty-T'wo. 

Present: The Honorable: Ben Harrison, District 
Judge. 

No. 14,988-BH-Crim. 


[Title of Cause.] 
ORDER DENYING PROBATION 


This cause coming on for (1) further hearing on 
reports of Probation Officer as to defendants Mar- 
shall and Martinez; (2) and for sentence of both 
defendants on each of counts 1, 2, 3, 4, 5, 8, 9, 10 
and 11; Charles H. Veale, Assistant U. 8. Attorney, 
appearing on behalf of the Government; Geo. E. 
Stoddard, Esq., and Ames Peterson, Esq., appear- 
ing as counsel for defendants Marshall and Albert 
A. Martinez; John Q. Bybee, Court Reporter, be- 
ing present and reporting the proceedings; and 
both defendants Marshall and Martinez present on 
bond; Attorney Peterson makes a statement; At- 
torney Veale makes a statement; the Court makes 
a statement and orders application of defendant 
Marshall for probation denied, and sentences de- 
fendant Marshall as follows: * * * [87] 
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District Court of the United States, Southern 
District of Calif., Central Division 


No. 14988-BH Criminal! Indictment in 11 counts 
for violation of U. 8. C., Title 18, Sees. 338 
and 88; 


UNITED STATES 
v. 
NORMAN H. MARSHALL 


JUDGMENT AND COMMITMENT 


On this 2th day of October, 1942, came the United 
States Attorney, and the defendant Norman H. 
Marshall appearing in proper person, and by his 
attorneys, Geo. EH. Stoddard and Ames Peterson, 
Esqs.? and, 

The defendant having been convicted on? Ver- 
dict of Guilty of the offenses charged in the! In- 
dictment in the above-entitled cause, to wit* counts 
1, 2, 3, 4, 5, 8, 9 and 10; use of United States 
mails in furtherance of a scheme to defraud; and 
count 11; conspiracy to violate 18 USC 338. 


and the defendant having been now asked whether 
he has anything to say why judgment should not 
be pronounced against,.............. and no sufficient 
cause to the contrary being shown or appearing to 
the Court, It Is by the Court 

Ordered and Adjudged that the defendant, hav- 


ing been found guilty of said offenses, is hereby 
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committed to the custody of the Attorney General 
for imprisonment in an institution of the’ Peniten- 
tiary type to be designated by the Attorney Gen- 
eral or his authorized representative for the pe- 
riod of three (3) years on each of counts 1 and 2; 
and two (2) years on count 11, sentences on each 
of said counts 1, 2, and 11, to begin and run con- 
currently and not consecutively, making a total 
term of three (3) years; and It Is Further Or- 
dered that the imposition of sentence on each of 
counts 3, 4, 5, 8, 9, and 10, is suspended for the 
period of five years, to commence at the expiration 
of the sentences on counts 1, 2 and 11, and the 
defendant is to be placed on probation under the 
supervision of the probation officer of this court 
for said period of five years on each of said counts 
3, 4, 5, 8, 9, and 10, concurrently, upon the fol- 
lowing conditions: that defendant shall not during 
said period of probation, violate any laws of the 
United States, State, County or City in which he 
resides; that he shall report to the probation officer 
at such times as may be designated and be guided 
by the usual rules and regulations of the proba- 
tion officer; and that during that period the de- 
fendant shall not engage in any promotional ac- 
tivities whatsoever. 

It Is Further Ordered that® defendant is re- 
manded to the custody of the U. S. Marshal, and the 
bond of defendant is exonerated. 

It Is Further Ordered that the Clerk deliver 
a certified copy of this judgment and commitment 
to the United States Marshal or other qualified 
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officer and that the same shall serve as the com- 
mitment herein? 
(Signed) BEN HARRISON 
United States District Judge. 
A True Copy Certified this 26th day of October 
A. D., 1942. 
(Signed): EDMUND L. SMITH, 
Clerk, 
(by) MURRAY E. WIRE, 
Deputy Clerk. 


d 


‘Indictment or information. 2Insert (a) ‘‘by coun- 
sel”? or (b) ‘“‘having been advised of his constitu- 
tional right to counsel and having been asked 
whether he desired counsel assigned by the Court, 
replied that he did not,’’ whichever is applicable. 
3Insert the words ‘‘his plea of guilty,’’ ‘“‘plea of 
nolo contendere,’’ or ‘‘verdict of guilty,’’ as the 
case may be. 4Name specific offense or offenses and 
specify counts upon which convicted. 5Insert type 
of institution such as ‘‘jail,’’ ‘“‘training sehool,”’ 
‘‘reformatory,’’ ‘‘penitentiary,’? or ‘‘special.’’? If 
prisoner’s circumstances require special type in- 
stitution, Marshal should submit facts and recom- 
mendations of Court to Attorney General where 
regulations do not apply. ®Insert sentence and any 
provision for payment of fine and state whether 
sentences are to run concurrently or consecutively 
and, if consecutively, when each term is to begin; 
that is, with reference to termination of preceding 
term, or with respect to any other outstanding or 
unserved sentence. *Strike out if Court did not 
so order. ®Indicate any order with respect to sus- 
pension and probation. %Certified copy to accom- 
pany defendant to institution. 


FEndorsed]: Filed Oct. 26, 1942. [38] 
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{Title of District Court and Cause. | 
NOTICE OF APPEAL 


The name and address of appellant is Norman 
H. Marshall, 7223 Beverly Boulevard, Los An- 
geles, California. 

The name and address of appellant’s attorney is 
Ames Peterson, 639 South Spring Street, Los An- 
geles, California. 

The offense was a violation of 18 USC 338 and 
88. 

The date of judgment was October 26, 1942. A 
brief description of the judgment is 3 years in the 
Federal Penitentiary and 5 years probation there- 
after. Name of prison where now confined if not 
on hail, Los Angeles County Jail, Los Angeles, 
California. 

I, the above named appellant, hereby appeal to 
the United States Cireuit Court of Appeals for 
the Ninth Circuit from the judgment above men- 
tioned on the grounds set forth below. 

NORMAN H. MARSHALL 
Appellant 


Dated: October 26, 1942. 


GROUNDS OF APPEAL 


if 
That said verdict and finding of guilt is con- 
trary to the evidence adduced at the trial of said 
cause. 
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ie 
That the evidence addueed at the trial is insuffi- 


cient to [39] justify said verdict and finding of 
guilt. 


Pine 
Errors of the Court in the admission of testi- 
mony offered by the United States of America in 
evidence against this defendant. 


yA 
That the trial judge erred in his rules on the 
questions of law and fact. 
AMES PETERSON 
Attorney for Appellant. 
Received acknowledgment on this 26th day of 
October, 1942. 
LEO V. SILVERSTEIN 
United States Attorney 
CHARLES H. VEALE 
Asst. United States Attorney 


[Endorsed]: Filed Oct. 26, 1942. [40] 


a 


[Title of District Court and Cause. ] 
BAIL BOND ON APPEAL 
BOND #824-004 
Know All Men by These Presents: 


That we, Norman H. Marshall, of the County of 
Los Angeles, State of California, as Principal, and 
the Northwest Casualty Company, a Washington 
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Corporation, as surety, are jointly and severally 
held firmly bound unto the United States of Amer- 
ica in the sum of Five Thousand Dollars ($5000.00), 
for the payment of which sum we and each of us 
bind ourselves, our heirs, executors, administra- 
tors and assigns. 

The condition of the foregoing obligation is as 
follows: 


Whereas, lately, to-wit, on the 26th day of Octo- 
ber, 1942, at a term of the District Court of the 
United States in and for the Southern District 
of California, Central Division, in an action pend- 
ing in the said Court in which the United States 
of America is Plaintiff and Norman H. Marshall 
was defendant, judgment and sentence was made, 
given, rendered and entered against the said Nor- 
man H. Marshall in the above entitled action, 
whereas he was convicted as charged in the Indict- 
ment. [41] 


Whereas, in said judgment and sentence so made, 
given, rendered and entered against said Norman 
H. Marshall, he was by said judgment sentenced 
to imprisonment for three (3) years on counts one 
(1) and two (2) of the Indictment and to be im- 
prisoned in said institution for a term of two (2) 
years on count eleven (11) of the Indictment; im- 
prisonment on said last named count to begin and 
run concurrently with imprisonment imposed on 
counts one (1) and two (2); and be imprisoned 
in an institution of the penitentiary type to be 
designated as aforesaid. 
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Whereas, the said Norman H. Marshall has filed 
a notice of Appeal from the said conviction and 
from the said judgment and sentence, appealing 
to the United States Circuit Court of Appeals for 
the Ninth Cireuit; and 


Whereas, the said Norman H. Marshall has been 
admitted to bail pending the decision upon said 
Appeal, in the sum of Five Thousand Dollars 
($5,000.00). 


Now, Therefore, the conditions of this obligation 
are such that if said Norman H. Marshall shall 
appear in person or by his attorney in the United 
States Circuit Court of Appeals for the Ninth 
Circuit on such day or days as may be appointed 
for the hearing on said cause in said Court and 
prosecute his Appeal; and if the said Norman H. 
Marshall shall abide by and obey all orders made 
by the said United States Circuit Court of Appeals 
for the Ninth Circuit and if the said Norman H. 
Marshall shall surrender himself in execution of 
said judgment and sentence, if the judgment and 
sentence be affirmed bv the Umited States Circuit 
Court of Appeals for the Ninth Cireuit; and if 
the said Norman H. Marshal] will appear for trial 
in the District Court of the United States in and 
for the Southern District of California, Central 
Division, on such day or days as may be appointed 
for retrial by said District Court if the said judg- 
ment and sentence against him be reversed then 
this obligation shall be null and void, otherwise to 
remain in full [42] force and effect. 
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This Reeognizance shall be deemed and con- 
strued to contain the ‘‘express agreement’’, sum- 
mary judgment and execution thereon, mentioned 
in Rule 34 of the District Court. 

NORMAN H. MARSHALL 
Principal 
7225 Beverly Blwv’d. 
Address 
[Seal] NORTHWEST CASUALTY 
COMPANY, 
a Washington Corporation, 
By A. W. APPEL 
Attorney-in- Fact 
LEO V. SILVERSTEIN, 
United States Attorney 
CHARLES H. VEALE 
United States Attorney 

I hereby certify that I have examined the within 
bond and that in my opinion the form thereof is 
correct and Surety thereon is qualified. 

AMES PETERSON 
Attorney for Defendant and 
Appellant 

The foregoing Bond is approved this 26th day of 

October, 1942. 
BEN HARRISON 
United States District Judge. 


State of California 
County of Los Angeles—ss. 


On this 26th day of October, A.D., 194.., before 
me, Marva Weede a Notary Public in and for the 
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County and State aforesaid, duly commissioned and 
sworn, personally appeared A. W. Appel, Attorney- 
in-Fact, of the Northwest Casualty Company, a 
Washington corporation, to me personally known 
to be the individual and officer described in and 
who executed the within instrument, and he ac- 
knowledged the same, and being by me duly sworn, 
deposes and says that he is the said officer of the 
Company aforesaid, and the seal affixed to the ~ 
within instrument is the corporate seal of said 
Company, and that the said corporate seal and 
his signature as such officer were duly affixed and — 
subseribed to the said instrument by the authority 
and direction of the said corporation. 


—_—" 


In Witness Whereof, I have hereunto set my 
hand and affixed my official seal at my office in the 
City of Los Angeles, County of Los Angeles, the 
day and year first above written. 

[Seal] MARVA WEEDE 
Notary Public in and for the County of Los An- 
geles, State of California. 
My Commission Expires February 3, 1946. 


[Endorsed]: Filed Oct. 26, 1942. [43] 


[Title of District Court and Cause. ] 
STIPULATION RE BILL OF EXCEPTIONS 


It Is Stipulated by and between counsel for the 
United States, appellee herein, and counsel for the 
appellant, Norman H. Marshall, that the time for — 


United States of America tal 


filing and settling the Bill of Exceptions herein, 
shall be, and the same is, hereby extended to and 
including December 28, 1942. 
LEO V. SILVERSTEIN, 
United States Attorney 
CHAS. H. VEALE, 
Asst. United States Attorney 
Counsel for Appellee 
AMES PETERSON, 
Counsel for Appellant, Nor- 
man H. Marshall 
It Is So Ordered. 


Dated: December 24, 1942. 
BEN HARRISON, 
United States District Judge 


[Endorsed]: Filed Dec. 24, 1942. [44] 


[Title of District Court and Cause. ] 
STIPULATION IN RE EXHIBITS 


; It is hereby stipulated by and between respective 

/ counsel that all exhibits introduced at the trial of 
said cause be by the Clerk transmitted and certified 
to the Circuit Court of- Appeals. | 


Dated: January 20, 1943. 
LEO V. SILVERSTEIN, 
United States Attorney 
CHARLES H. VEALE, 
Ass’t. U. 8. Attorney 
AMES PETERSON, 
Attorney for Appellant 
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It Is So Ordered. 
BEN HARRISON, 
Judge 


[Endorsed]: Filed Jan. 20, 1943. [45] 


[Title of District Court and Cause. ] 
PRAECIPE 


To the Clerk of the District Court of the United 
States, in and for the Southern District of Cali- 
fornia, Central Division. 


You will please prepare the following record in 
the above entitled cause for the Ninth Cireuit Court 
of Appeals: 

Clerk’s Transcript as follows: 

1. Indictment; 

2. Minutes showing defendant entering plea of 
not guilty as to each count of the indictment; 

3. Verdict of the jury; 

4. Judgment and sentence, order of commit- 
ment, and exceptions noted ; 

Oo. Notice of appeal; 

6. Bull of Exceptions and Assignments of Error; 

7. This praecipe. 

AMES PETERSON, 
Attorney for Defendant 

Ree’d copy of within document, January 20, 1948. 

CHARLES H. VEALE, 
U.S. Asst. Dist. Atty. 


[Endorsed]: Filed Jan. 20, 1943. [46] 
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[Title of District Court and Cause. ] 
ASSIGNMENT OF HRRORS 


Comes now, Norman H. Marshall, the defendant 
appellant in the above entitled cause and in connec- 
tion with his appeal makes it known that in the 
records, proceedings, judgment and sentence ap- 
pealed from, manifest error has intervened to the 
prejudice of the said defendant appellant in these 
things to wit: 

J. 

That the Court erred in refusing and failing to 
find the defendant not guilty at the close of the 
Government’s case in chief, in that the evidence was 
insufficient to support a judgment of conviction, and 
failed to show the existence of a scheme or plan to 
use the mails with intent to defraud. 


1, 

That the Court erred in refusing and failing to 
find the defendant not guilty at the close of the 
entire testimony in the case for the reason that the 
evidence was insufficient to justify a finding of 
guilt against the defendant, and failed to show the 
existence of a scheme or plan to use the mails with 
intent to defraud. 

AMES PETERSON, 
Attorney for Appellant 


74 Norman H. Marshall vs. 


Received copy of the within Assignment of 
Errors this 17th day of December, 1942. 
LEO V. SILVERSTEIN, 
U.S. Atty. 
CHARLES H. VEALE, 
Asst. Dist. Atty. 


[Endorsed]: Filed Dee. 17, 1942. 


[Title of District Court and Cause. ] 
BILL OF EXCEPTIONS 
RALPH YOUNG 


called as the first witness on behalf of the Govern- 
ment, testified as follows: 


I have known all of the defendants for a period 
of at least ten years. Part of the defendants were 
connected with the National Directory System and 
I purchased stock in the National Directory System 
from Mr. Marshall. The business of the company 
was the purchase and lease of an automatic or ani- 
mated map. These were used in the lobbies of 
hotels. At the time when I was connected with the 
company there was a great deal of office activity. 
There were probably three or four stenographers 
and electricians and cabinet makers manufacturing 
the cabinets and the usual type of activity to be 
found in a business operating on as large a scale 
as the National Directory Systems. I had about 
forty shares of stock in the National Directory Sys- 
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tems, and that represented 70% of the stock. ‘The 
rest of it was in escrow. Afterwards I myself, 
started the Automatic Map Company which was in- 
eorporated in April, 1938, and that was engaged in 
the manufacture and leasing of automatic maps. 
Afterwards I observed the operation of the business 
known as the Direct-U-Systems. J was an employee 
of the company with the title of Assistant. Man- 
ager, and operated it until the latter part of Octo- 
ber, 1938, when I bought all of the outstanding 
stock of the Automatic Map Company and operated 
it until April, 1940, when I sold my stock. When I 
sold my stock Mr. Marshall acquired about 714 
shares of the Automatic Company. We leased out 
equipment to individuals. 

It was here stipulated that the Direct-U-Systems 
cabinet was similar to the cabinets of the National 
Directory System in certain respects. 

It was further stipulated that the Directory Sys- 
tems started operating approximately in August, 
1938 and continue functioning until the date of the 
ital. [1*] 

Cross Examination 
By Mr. Stoddard: 

I myself sold advertising space for the National 

Directory Systems. 


*Page numbering appearing at foot of page of original Bill of 
Exceptions. 
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HAROLD E. WEEKS 


ealled as a witness on behalf of the Government 
testified as follows: 


I live in Brooklyn, New York, where I was a 
consulting engineer and I replied to this advertise- 
ment which I have with me, which reads as follows: 

‘‘Resident manager, permanent connection, in- 
come reasonably $10,000 yearly. $3,750 cash re- 
quired secured and returnable.”’ 

I answered this ad and received the following 
reply: (Government’s Exhibit 2.) 

‘‘Dear Mr. Weeks: 

‘“We wish to acknowledge receipt of your reply 
to our recent advertisement for a residence man- 
ager. 

‘‘Our division manager, Mr. George Todd, will be 
in your vicinity within a few days and we are ask- 
ing him to advise you of his arrival, and to arrange 
a conference with you. It is rather difficult to go 
into detail pertaining to our proposition, except to 
say that this is not a promotional matter, and we 
have nothing to sell you. Ours is a highly ethical 
and legitimate business proposition, dealing only 
with the larger business organizations, banks, ete. 

‘“We are dependent on selecting a person of good 
general business experience who is interested in a 
permanent connection with an assured income which 
increases yearly. We must virtually guarantee the 
success of the one we select. [2] 

‘‘In the meantime we trust that you will make no 
other connection until our Mr. Todd has had the 
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opportunity to see you, as we are confident that a 
eonference will lead to a mutually profitable and 
pleasant future. 

“Very truly yours, Direct-U-Systems, by 

*“C. W. Talbott, President.’’ 


After receiving this letter a gentleman by the 
name of Mr. Wallace called on me in New York. 
He presented his card as Division Manager of 
Direct-U-Systems. He told me he had come in con- 
nection with my reply to the advertisement. He 
presented the proposition of a lease rental on a 
certain number of cabinets giving the right to oper- 
ate either in New York state or in another state. I 
was to pay a rental of $3,750 for the privilege of 
operating the NDirect-U-Systems cabinets for a 
period of three years. He showed me pictures of 
certain cabinets and certain testimonial letters. 
These letters were from the West Coast. He said 
the proposition was perfected and that it was suc- 
cessful and was in operation in a number of cities. 
He did not give me many specific locations. He said 
if I accepted the proposition he would train the 
salesmen and assist in getting the business started 
and that he had already made agreements with 
hotels for the installation of these cabinets and I 
signed a contract to take five of these cabinets and 
operate them. He told me that I would be fully 
protected from similar machines. He had a minia- 
ture replica of the advertising device with him. 

(Here the Government offered the contract in 
evidence (Government’s Exhibit 4) as the con- 
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tract between the witness and the Direet-U-Sys- 
tems). 


GOVERNMENT’S EXHIBIT No. 4 
Note Double Equipment. 
AGREEMENT 


This Agreement entered into this 27 day of July 
1989 by and between Direct-U-Systems with gen- 
eral offices at Los Angeles California, hereinafter 
referred to as the Lessor and Harold E. Weeks, of 
New York City hereinafter designated as the Lessee. 

Now, Therefore: in consideration of the premises 
and the mutual promises of the parties and the con- 
sideration passing and to pass from each other to 
other it is agreed as follows: 

‘The Lessor hereby grants to the Lessee the exclu- 
sive right to use and operate the Lessor’s Direct-U- 
Systems in the following described territory for a 
period of 3 years on the following terms and con- 
ditions, with the option for renewal for an addi- 
tional period of 5 years on the same terms and con- 
ditions, providing 5 installations have been made 
during the first year, & option for renewal for 
additional 5 year periods under same conditions: 
Eastern New York State East of the 76 Meridian 
West of Greenwich. 

(1) The lease rental on the 60 space Direct-U- 
Systems shall be $750.00 each, and on the 40 space 
systems the lease rental shall be $500.00 each for 
the first year payable upon installation and collec- 
tion. 
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(2) The second and succeeding years each 60 
space system shall be $250.00 per year, and $166.67 
for 40 space Direct-U-Systems, payable upon in- 
stallation and collection. oo: 

(3) $3750.00 upon signing of this agreement. 
Said payment of $3750.00 representing payment of 
the lease rental of the first five systems, hereby 
leased by Lessee from Lessor to be delivered upon 
demand. 

(4) Lessee agrees to pay Lessor 20% royalty 
in addition to the lease rental above set forth, pay- 
able upon installation and collection. 

(5) In addition to the above lease rentals and 
royalties the Lessee shall pay to the Lessor the sum 
of 50 cents (50c) for each advertising card fur- 
nished for the Lessee’s subscribers each month. The 
Lessee agrees to furnish not later than the 10th of 
each month, individual copy for the advertising 
cards to be used the following month, otherwise the 
Lessor shall be relieved from the responsibility of 
furnishing same. 

(6) Lessor agrees to furnish and instal] each 
system complete and maintain same at its own ex- 
pense during the life of the agreement. 

(7) Lessee shall have the use of the leases of 
hotels and depots and shall pay lease rental direct 
to location Lessor in the above designated territory, 
and it is agreed that all leases shall be made in the 
name of the Lessor and must be approved by the 
Lessor. 

(8) Lessor shall cooperate and assist the Lessee 
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in securing location leases, hiring and training sales- 
men, and render all additional assistance prac- 
ticable, and shall loan sales equipment to Lessee as 
per list attached. 

(9) Lessee shall operate the business in his 
territory as an independent contractor and shal] m 
no way obligate the said Lessor. This is not an 
agency nor partnership. 

(10) All advertising space shall not be sold for 
less than $5.00 per month unless agreed to in 
writing. 

(11) This agreement supersedes and voids all 
previous agreements between the parties and before 
executing this agreement Lessee has read each pro- 
vision herein and understands same, and no other 
agreement or representation shall be valid or bind- 
ing on the Lessor. 

In Witness Whereof the parties have affixed their 
signatures the day and year in this instrument first 
above written. 

Payment of $3750.00 to be made upon sale of 
bonds being completed. 

DIRECT-U-SYSTEMS 
By C. 8. WALLACE 
Lessor 
By HAROLD E. WEEKS 
Lessee 
20 Willow Strect, Brook- 
Lyi INS ve 
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Witness: 
W. K. HALE 
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Brooklyn, N. 
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Schedule on following page 


ANTICIPATED INCOME AND EXPENSES LESSEE PRO- 
POSES TO EFFECT FIRST YEAR—STANDARD 60 


SPACE INSTALLATION. 


Income—60 spaces at $5.00 per month, or per year.. 


Expenditures by Franchise operator 


Lease rental to Lessor.................--.0---00--- $ 750.00 


20% Royalty to Lessor.........0.....0..00.0- 
LiGGeng 
Sales expense (should not exceed 20%) 
Sales Manager (if desired) 5%............ 
60 Advertising cards 8x10 each month, 

or 720 per year at 50¢ each................ 


Net Profit to Lessee for each 60 space in- 
SUC. 
Lessee acting as his own Sales Manager 
PeemmMe INCTEASE .........-...-.-..---o---cceeeconeeonee 


Net profits where Sales Manager is elim- 
acca ecec ee ceaecenessncsieee cisee-cdcenss 


Second and Following Years 
OOS Se 


720.00 


Expenditures— 
Lease rental to Lessor...................--.-------- $ 250.00 
20% royalty to Lessor...............--.--0--0-- 720.00 
IOC Ca i 100.00 
Sales expense (should not exceed 20% 
eGOWMMEeTCNEWAIS) ......2.-:-c-cc-c--cceceeccsce-- 720.00 
720 advertising cards at 50¢................. 360.00 


Net Profit each installation 2nd and fol- 
LOC i 


$3,600.00 


2,830.00 


770.00 


180.00 


950.00 


3,600.00 


2,150.00 


1,450.00 
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Standard 40 Space Installation 
Income—40 spaces at $5.00 per month, or 
ye a ees ee ss 
Expenditures by Franchise operator— 


Lease rental to Lessor............02....-..------- $ 500.00 
ZO royalty to WessOr...........<.ccos<0c---0:- 480.00 
Iug@etion lease .....cge:............-...-QwH......:. 100.00 
Sales expense not exceeding 20%........ 480.00 
Sales Manager (if desired) 5%............ 120.00 
40 advertising cards per month or 


q30pervyear at O0¢-.:.............. ee 240.00 


Net Profit to Lessee each 40 space installa- 
(10 a ae ee, ie 98 Ae 


Seeond and Following Years 


He OMIGAS ADOVC........-022..- 2-2 ccevecececdeeeeoeceseseees 
Expenditures 
Ivease rental to Ivessor......................---002-: $ 166.67 
20% royalty to Lessor...............00..0--- 480.00 
Pe et ON, | COME a5 occ c 20s nica. ces 100.00 
480 advertising cards at 50¢....0000.... 240.00 


Sales expense should not exceed 15% 360.00 


Net Profit to Lessee cach 40 space installa- 
tion 2nd and following years 


24 Space Installation 
Ineome—24 spaces at $2.50 per month or 
BO cores sc el 
Inxpenditures by Franchise operator— ° 


Lease rental to Lessor...............:ccccceceeeeee $ 157.00 
20% royalty to essor-........-.:-..e 144.00 
lnaewbionmlease: ..............--..00.. ee ee 25.00 
Salesmame 20% .......-......0.02 eee 144.00 


Net Profit to Lessee each 24 space installa- 
tion 


$2,400.00 


1,920.00 


480.00 
120.00 


600.00 


$2,400.00 


1,346.67 


1,053.33 


$ 720.00 


470.00 


$ 250.00 
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EQUIPMENT 


Direct-U-Systems will furnish to Franchise Oper- 
ator the following equipment: 


1. 3 Demonstration Cabinets 

2. 3 Illustrated Presentation Books 

do. 6 Selling Suggestion Circulars 

Furnished Free: Up To— 

4, 200 sets Advertisers’ Service Agree- 
ments (quadruplicate) 

). 20 sets Hotel Lease Forms (tripli- 


cate) 

6. Hotel Room Reminder Cards (as 
needed ) 

7. 200 Advertisers’ Map Location 
Cards 


8. 200 Letterheads — Imprinted with 
name of Franchise Operator 

9. 200 Envelopes—Imprinted with name 
of Franchise Operator 

10. 200 Letters multigraphed on above, 
filled in with names and addresses of Fran- 
chise Operator’s prospects, from list fur- 
nished by him, with 2¢ stamps attached. 
Shipped to Franchise Operator to place in 
mail. 


Double equipment in all items.—C. 8. W. 


Extra Equipment—If ordered additional to above; 
shipped COD: 

Letters as per Item 10, Letterheads and envelopes 
printed, letters multigraphed, names and addresses 
filled in, no postage, per hundred. $5.50 
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Demonstration Cabinets, each, 7.00 
Letterheads and envelopes per items 9 and 10, 
per 100 sets 2.90 
Presentation Books, including Selling Suggestion 
Circulars, each 1.00 


[Endorsed]: Filed 9/21/42. 


Having executed this agreement I paid Mr. 
Wallace $3750.00. (This check is Government’s 
Exhibit 5). 


GOVERNMENT’S EXHIBIT No. 5 


(1) 
Brooklyn, N. Y. City August 1, 1939 No. 2072 
Brooklyn Trust Company 2-1-102 
177 Montague Street 
Pay to the Order of Direct-U-Systems $3,750.00/100 
Three thousand seven hundred fifty and ............ no/100 Dollars 


Harold Eastman Weeks. 
[Stamped] : 16-20 51 1. 
{ Written in red ink across face] : B 45744 
[Stamped across face with illegible bank stamps. } 
{Iindorsed on reserve side]: Direct-U-Systems, and stamped 
with illegible bank stamps. : 


[Endorsed]: Filed 9/21/42. 


I received a letter of acknowledgment from the 
company, Government’s Exhibit 6. Mr. Wallace 
remained in New York about 4 weeks [3] after I 
signed the contract. He selected salesmen for me 
and I approved them and in some discussions with 
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the salesmen it was recommended that we endeavor 
as soon as possible to put a cabinet in the Waldorf 
Astoria. Mr. Wallace advised me not to do it. He 
said, ‘‘You better not do it.”” (Tr. pp. 63 and 64.) 
He delivered hotel leases to me from the Hotel 
Breslin, the Imperial, the Thirties, the Hotel Times 
and the Park Central. I was told that this field 
that I had was a new field, that it hadn’t been ex- 
ploited. (Tr. p. 54, lines 10, 11, 12.) I wrote the 
following letter under date of July 31 to the Direct- 
U-Systems in Los Angeles: [Printer’s note: Ex- 
eerpt from Government’s Exhibit No. 7.] 

“Dear Mr. Talbott: 

‘“Your letter of July 29 reached me this after- 
noon. I assure you that I consider it an honor to 
be associated with and serving with gentlemen of 
your standing, ability and experience, in a business 
so clean-cut, honest and helpful, which is at the 
same time so profitable. 

‘‘Mr. Wallace has been very cooperative and will 
be indispensable in training the salesmen and help- 
ing me get started in the methods which you have 
proven to be most successful. 

‘‘Y am glad that you agree with my suggestion 
relative to the map. Jn this connection I would 
like to point out that the Sixth Avenue Elevated 
has been demolished in Manhattan and should no 
longer be shown on any map. It may appear on 
the Hagstrom Map I forwarded through Mr. 
Wallace. 

‘‘The sample stationery you submitted is satis- 
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factory as to paper, letterhead, and other printing. 
I am already working on the list of prospects. My. 
Wallace suggested that I prepare two lists of 200 
each, one to be sent as soon as possible and the 
other at a later date. JI have the contract money 
in the bank and am [4] obtaining a cashier’s check 
for Mr. Wallace to forward tomorrow morning. 

“To am arranging to have a Secretary-Stenog- 
rapher who will look after my letters and typing, 
improving upon this particular letter. 

“With my best personal regards and my assur- 
ances of diligent endeavor, 

‘Harold E. Weeks.”’ 


I wrote the following letter on August 4th: 
[ Printer’s note: Excerpt from Government’s 
Exhibit No. 8.] 


““C. W. Talbott, President 
‘*Direct-U-Systems 

‘$501 North Laurel Avenue 
‘‘Los Angeles, California 


‘‘Dear Mr. Talbott: 

‘“Yesterday afternoon I received some informa- 
tion concerning the Automatic Map Company, and 
one L. f°. Marsh, who apparently represented that 
eomipany and made arrangements with two different 
concerns, or individuals, to distribute, install and 
obtain advertisements in connection with the cabi- 
nets which apparently are very similar to ours, ex- 
eept possibly for the mdividual 8 inch by 10 inch 
cards. 
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‘‘Apparently Marsh played one individual or 
group against the other, and failed to live up to 
certain business agreements to such an extent that 
he was called down to the District Attorney’s Office. 

“T am going to quietly and thoroughly investi- 
gate this matter to ascertain how it will effect our 
business, also to endeavor to learn from the parties 
that were mistreated the extent to which hotels and 
advertisers were approached. [5] 

‘*T discussed this matter with Mr. Wallace yester- 
day afternoon and he told me that he was going 
to telegraph you about it. 

‘‘T would appreciate it if you would inform me 
of any facts you may have in connection with the 
Automatic Map Company and its methods of doing 
business, its products, etc. Please, also advise me 
whether there are anv patent complications which 
might arise in this connection. It will be very easy 
for me to look into the patent situation through 
connections I have in Washington, D. C., but f 
shall do nothing along these lines without your full 
knowledge and consent. 

‘‘T have invited an advertising man, who knows 
the situation in connection with Marsh and his 
agents, to lunch with me today, provided he can 
get away from his work in time. If we cannot con- 
fer today J will arrange to have him see me early 
next week. 
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“T will keep you posted concerning any develop- 
ments in connection with this matter. 
“Sincerely yours, 
“HAROLD EF. Wists: 


I received the following letter in reply: 


[Printer’s Note: Excerpt from Govern- 
ment’s Exhibit No. 9.] 


‘““Mr. Harold IK. Weeks 
“11 West 42nd Street 
“New York Citv, N. Y. 


‘“Dear Mr. Weeks: 

“We are in receipt of your several letters of the 
4th, for which we thank you, and we are not sur- 
prised from the information that you have writ- 
ten relative to the Automatic Map. [6] 

“There is nothing to worry about from them as 
their equipment includes only the Directory and 
Map service even if they do attempt to work in 
that field, and we have little anticipation that they 
will be of any concern to you for we have never, 
and we feel sure that you will agree with us, seen 
any organization or project built upon the struc- 
ture and the method of conducting their business 
upon the lines that they apparently do from the in- 
formation that vou have furnished, turn out to be 
successful. 

‘“‘The head of this organization is a former em- 
ployee of the writer and we knew that they were 
attempting to operate but we were also familiar 
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that they had had so much litigation due to ap- 
parent misrepresentation it was reported that they 
ceased operations. 

‘““We have many features that are exclusive and 
protected which insures our service the outstand- 
ing position that it has been. placed and the policy 
that we have pursued has built us an enviable po- 
sition in our field. 

‘According to the Hotel Red Book and from all 
information that we have, we are the only organi- 
zation manufacturing and leasing electrical advertis- 
ing equipment that have been extended and have 
accepted a membership in the American Hotel As- 
sociation. 

“Our advertising cards which change approxi- 
mately every ten seconds, furnish the advertiser 
the service that they really desire. For with the 
plain listing, they do not have the opportunity of 
[7] changing their copy which is so vital and de- 
sirable to them. 

‘You will find that this service alone will appeal 
to the advertiser and they would be willing to pay 
many times the charge that we have suggested for 
this service, by the mere fact that it permits them 
to currently advertise their seasonable merchandise, 
sales, etc., in an exclusive location that they could 
not hope to secure in any other manner. 

“We are making an investigation on this and of 
course we feel it advisable to carry this along very 
quietly and we wish to assure you that there is no 
need for any anticipation on your part of any con- 
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fliction, for with the information that you have, 
and we will advise you of our other findings, it 
will be very easy to discredit them if that is neces- 
sary. We are confident that they will not cause 
you any handicap there, for it appears that they 
are sure to run into some difficulties if they con- 
tinue their apparent tactics. 

“If the proposition did not offer such unusual 
opportunities, of course no one would attempt to 
duplicate it. and if they would carry on their 
business in a dignified and high type manner as we 
do, the competition might be beneficial as compe- 
tition is the very hfe of business. 

“We would suggest that vou proceed along our 
original lines and ignore the Automatic setup as we 
are not interested in anv way in their [8] opera- 
tions, but keep us advised of anv situation that 
might arise in which they might interfere with you, 
and we certainly shall endeavor to find a quick and 
effective manner in which to put a stop fo it. 

‘We have vour equipment. including vour print- 
ing. all finished. and the only thing that is holding 
it up is receiving rour list. so that we may prepare 
the advance letters and forward the equipment alto- 
gether. 

“We also include the 814x11 paper, and we are 
at a loss to understand vour meaning of ‘500 sheets 
of the same hond paper without letterheads’, but 
we assume that vou desire in addition to the let- 
terheads that we furnish you. some blank paper. 

‘We feel confident from the reports of Mr. Wal- 
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lace, that you will develop the outstanding terri- 
tory in the country for us, and we desire to co- 
operate with you in every way possible, and assure 
you that there is no need for you to be disturbed 
by any reports o1 activities of any competitive 
project, for we have ways and means of putting 
a stop to it, but we feel that it is better to do it 
without any publicity or causing any friction among 
the hotel or advertisers. 

“With the kindest personal regards and thank- 
ing you for your courtesy to our Mr. Wallace who 
will lend you every assistance possible in getting 
you established, we are, 

‘Very truly yours, 
“DIRECT-U-SYSTEMS, 
“Br Cc. W. TALBOTT.” [9] 


I learned about the Automatiz Map Company 
about a week or ten days after I hud paid the money 
to Wallace. (Tr. p. 73.) I relied upon the repre- 
sentations made to me. (p. 75). I ordered a cabi- 
net to be exhibited at the National Hotel Exposi- 
tion and it was later put in the Park Central. It 
arrived C O D. However, they reimbursed me. it 
was on exhibition about five davs but did not operate 
in a satisfactory manner. (p. 77). When vou 
pressed the button a red light was supposed to go 
on and it did not function properly. The card 
operating machine was out of order a good part of 
the time. (p. 78). Part of the time the machine 
would work and part of the time it would not he- 
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cause sometimes the card machine jammed and the 
entire mechanism would stop. (p. 81). I had to 
arrange to cut down the sides of the cards. I re- 
ceived this letter dated November 6, 1939. 


(Government's Exlibit 11.) 
‘‘Dear Mr. Weeks: 

‘‘The card-changing machine is the only thing 
that could possibly cause any confusion and we 
have had this machine under continuous test and 
running for 72 hours and it is adjusted so that it 
never misses. 

“We used three-ply 180.m. Bristol stock in the 
eards, and they should be a little under an 8 x 10 
size. 

“We recommend that a quarter of an inch be 
cut off of the top and the bottom of the cards, mak- 
ing the exact size 7144 x 10. 

“Wher: the card is a full 8 inch it fits into the 
rollers and feeds too fast and that is why we sug- 
gest cutting down on the size of the card a little. 

“The fact that it handles 60 cards in such a [10] 
limited space shows that it must be a very deli- 
cately adjusted machine, but the only thing that 
can throw it out of balance is either the wrong 
weight of card or too many ecards in the machine 
increasing the thickness and ¢rowding the card 
space, and this can be remedied by the adjusting 
of a spring tension on the face of the glass.”’ 

Afterwards I moved the machine T had at the 
Park Central Hotel to my own office for the pur- 
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pose of adjusting it. The machine was equipped 
for sixty advertising spaces and I had sold eleven 
when I moved the machine from the hotel to my 
office. (p. 86). I made some repairs to electrical 
wiring. I had to put in new batteries every day. 
The machine was placed in the Hotel, about the 5th 
or 6th of December. (Tr. p. 86.) For a time it 
operated fairly well then we began having inter- 
ruptions. The machine wouldn’t shift the card or 
else it would stop entirely. (Tr. p. 87.) I wrote 
the following letter to the company concerning 
my difficulties, ‘‘Government’s Exhibit 12 (Tr. pp. 
89 to 96.)’’ On the same day I wrote the company 
another letter as follows: (Tr. pp. 97 to 99). 
[Printer’s Note: Excerpt from Govern- 
ment’s Exhibit No. 13.] 


‘Gentlemen : 

“On December Sth I paid Mr. H. A. Lanzner, 
the general manager of the Park Central, $100.00 
in accordance with the terms of the contract be- 
tween the Direct-U-Systems, signed by Mr. Wallace, 
and the hotel, signed by Mr. Lanzner. The enclosed 
photostat, evidencing my payment, is for your files. 

“On December 6th, (the changeable exhibitor 
apparently functioning properly) the cabinet was 
delivered by the American Railway Express Coin- 
pany to the hotel and I had it installed in [11] 
the spot agreed upon between Mr. Wallace and 
Mr. Lanzner on the contract form. 
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“The changeable exhibitor and cards, I person- 
ally carried to the hotel, going in a taxicab. 

“That night the cards jammed after running 
for about four hours and the chief bell hop shut 
off the motor. 

“On December 7th, there were two more inter- 
1uptions damaging cards. In one of these the alumi- 
num roller fell down and the top metal plate on 
the glass frame was disconnected where soldered 
on the right hand side. 

‘“Mhe second interruption was caused by two 
ecards running through at once, jamming the ma- 
ehine and tearing two cards. 

‘Yesterday, December 8th, there were three in- 
terruptions necessitating the removal of cards. I] 
saw one of them myself and immediately shut off the 
motor. The front card had not completely de- 
scended and had started moving upward just be- 
fore I stopped the machine. 

‘On each oceasion the machine ran from two to 
five hours and then the trouble occurs. Personally, 
T am inclined to believe that electrostatic charges 
are being built up which finally accumulate to such 
an extent that two cards attempt to run through 
at onee and the machine jams. I know of several 
means to combat this and I would also like vour 
recommendations concerning the same. 

“My franchise contract with vou calls for vou 
to completely attend to the delivery, installation 
and maintenance of the cabinets. [12] 
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‘“At present, we have 13 bona fide advertisers 
on this cabinet and most of these have not even 
made any initial payment. You know the payment 
arrangements from the copies of the contracts I 
have mailed to you. 

“The sales possibilities have apparently been 
grossly over-estimated by Mr. Wallace and others. 
After over 3,000 calls during the past three and a 
half months, only 23 orders, 13 for the Park Cen- 
tral and 10 for the Imperial. 

‘“We have interviewed about 140 men who con- 
sidered working for us, many men of wide experi- 
ence. We have employed about thirty of the most 
likely of these. They have worked hard. I have 
advanced much money to keep some of the best 
alive and they have finally had to give up and leave 
my employ because they could not make a go of it. 

“The attached sheet shows what happened to the 
men selected by M1. Wallace. 

‘Unless you fix up a dependable movable ex- 
hibitorv at once I am licked as far as anv Direct-U- 
Systems business is concerned. 

‘*Please advise vour wishes concerning the main- 
tenance of the Park Central cabinet. 

‘Very truly yours, 


“HAROLD HE. WEEKS.”’ 


T wrote another letter about the same irate (p. 96) 
eomplaining ahout the mechanical defects of the ma- 
chine. I received the following letter in reply: 
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[Printer’s Note: Exeerpt from Govern- 
ment’s Exhibit No. 15.] 


‘“Dear Mr. Weeks: 

“Your favor of the 9th as well as the other let- 
ter bearing the same date has been forwarded [13] 
to the writer here and he wrote vou under the date 
of the 11th inst. answermg your first letter. 

“Frankly the writer is at loss to understand why 
vou failed to include in your first letter the infor- 
mation that the system had already been imstalled 
in the Park Central particularly in view of your 
letter, bearing the same date, gave many good sug- 
gestions as to improve that particular rotator. 

‘“‘We are indeed sorry that you have made the 
installation in the hotel when vou felt that the 
equipment would give trouble and requested that 
we make the changes you suggested and ship you 
another machine as quickly as we could. 

‘his we have ordered taken care of aS you re- 
quested and we will rush it to von as quickly as 
is possible but we explained the cause or reason 
of the change of card size, ete. in our letter of the 
Mth. 

‘“The cause of the jamming of cards is due to an 
accumulation of electrostatic as you have correctly 
analyzed and we had it adjustéd out and suecess- 
fully tested before shipping but there are quite a 
few circumstances might cause it to reoccur. 

‘We have overcome this in the past through ad- 
justment but as vou state vou are familiar with 
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several corrections for this and we would appre- 
ciate your having this corrected there and we will 
take care of the cost, if it is not too expensive, 
while we are preparing another rotator in accord- 
ance to your suggestions and testing it. 

“We are willing to do this and feel that it is 
advisable inasmuch as the cabinet is already set 
[14] in and we want to cooperate with you in every 
way and this will be the best and not cause any 
bad features or reaction to the prospects or eli- 
ents. 

“You may rest assured that we will abide by 
our agreement and take care of the maintenance 
for we know that only through the successful op- 
eration of the equipment can we all prosper in 
your territory. 

“We are at loss why you are having so much 
trouble with your sales and there is apparently 
something radicallv wrong in the presentation of 
this service. 

‘As the writer advised you he is one of the pio- 
neers in electrical director and has supervised the 
installation of a great many directories and has 
seen successful installations in cities only a fraction 
of the size of New York where there not even 3,000 
prospects. 

“You state that vour salesmen have made 3,000 
ealls and the net result only 23 sales. This seems 
impossible as the law of averages would show a 
greater percentage than that in any sales work 
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where the produce of service is presented in any 
kind of an intelligent manner. 

“The writer shipped an installation to a city of 
30,000 people that every space was sold and by 
inexperienced and we felt unqualified salesmen so 
you can readily appreciate and feel it’s almost in- 
eredible that the results are so different there. 

‘“We would appreciate your having a photograph 
made of the Park Central installation from two 
views at our expense and send them to us and we 
will prepare some sales data and facts and [15] 
figures that should sell that space by mail. 

‘‘The writer is going to arrange to have our Mr. 
Marshall, if possible, to go from our Los Angeles 
office to New York to assist you in getting your 
difficulty worked out for the service is outstanding 
that the merchant cannot help but appreciate its 
value. 

‘‘Space on directories have been sold for as much 
as $150 per space per year and even higher in much 
smaller places etc. so we know that the service ts 
salable but apparently there is something some- 
thing wrong in the presentation somewhere and we 
want to assist you in finding out Just what the trou- 
ble is. 

‘“We would suggest that until the trouble has been 
taken care either by your arranging for the cor- 
rection or until we can get a new machine to vou 
that you do not run the machine but put in a nice 
card stationerv something to the effect ‘‘Park Cen- 
tral endeavors to make your stay pleasant, etc.”’ 
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rather than carrying any individual advertiser’s 
ear. z 

“We will rush the new equipment to you but in 
the meanwhile if you can correct the difficulty it will 
be well and to our mutual advantage. 

‘Please rest assured that we are more than anx- 
ious to cooperate and we know that you will suc- 
ceed there and will put in many beautiful and prof- 
itable installations. 

‘‘With the kindest personal regards, we are, 

‘*Very truly yours, 
‘“DIRECT-U-SYSTEMS, 
“By C. W. TALBOTT.” [16] 


and also another letter from the Direct-U-Systems 
dated December 11, 1939: 


[Printer’s Note: Excerpt from Govern- 
ment’s Exhibit No. 14.] 


‘“Dear Mr. Weeks: 

‘Your letter of the 9th was forwarded to writer 
here where he is supervising some additional work 
and vou can be assured that we regret that the 
equipment that was sent you has not proven up to 
your expectations. 

“Unfortunately, when we attempted to rush the 
eabinet maker, which is always bad, an error was 
made by them in the size of the opening, and as we 
were so limited in time that we were not able to 
have this corrected by them as they claimed it 
would necessitate their completely rebuilding the en- 
tire cabinet. 
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‘‘Time did not allow for this and the next best 
thing that we could do was to change the revolv- 
ing equipment and reduce it in size as this appeared 
to be the best operation to eliminate disappointing 
you on the equipment as this could be taken care 
of while the cabinet was being wired. 

‘“We had this revolving under test for 72 hours 
before shipping and it did function perfectly with 
the possible exception of occasionally another or 
second card was carried through and this caused 
by a static condition that is extremely difficult to 
overcome but we did adjust it to a point that it 
was very seldom. 

‘On my return to Los Angeles the writer will 
discuss the matter of additional lights filtering 
through and it is quite possible that we mav be 
able to construct a new master board and back 
[17] hoard and new maps and opaque the reflec- 
tion and ship it to vou and it can be readily set 
in, the only hard part would he adjusting the 
map to fit. 

‘Tn reference to the cards we have found that 
the plasticle cards make a much better and more 
attractive stock than paper, and needless to say 
they are several times more expensive but we feel 
that the reflection will not be objectionable and 
they were made to slightly to bow and we have never 
had an oeceasion where they proved objectionable 
but. quite to the contrary. 

“The writer will take care of the construction 
of a new rotator. personally, and be guided by 
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your suggestions and eliminate the features that 
you have found objectionable as we can assure 
you that we desire to have this equipment func- 
tion perfectly as we feel that vour territory offers 
unusual possibilities, in fact, the greatest in United 
States, and from the recommendations of Mr. Wal- 
lace we feel that vou have the ability to develop 
it to a point that will prove very much to our mnu- 
tual benefit and profit. 

“The writer has been actively interested in the 
electric directory business for many years and has 
supervised the installations of many quite satis- 
factory installations and we have found that it is 
beside the point as it does not directly benefit the 
local operator as to what results may have been 
derived in other territories irrespective as to the 
number of installations. [18] 

‘‘His problems are strictly of a local nature as 
the merchant is not interested in the results from 
any other city but from what results he can see 
it will mean to him as his problem is also local 
and vou can show the merchant more spending 
circulation than he can get in any other medinm 
irrespective as to its cost. 

‘We place our franchises solely upon possibili- 
ties as are offered in the territory that is offered 
and not upon the strength that there has been so 
many installations made and our representatives 
are so instructed and we insist that they adhere to 
that rule, this is one reason that we embody into 
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our understanding all of the provisions and request 
the new operator in our letter of acknowledgement 
if he understands all of the provisions, ete. 

‘“You may rest assured that we will cooperate 
with you in every way and correct any difficulty 
that may exist as it 1s only through your success 
that we may all prosper and you have demonstrated 
that the service can be sold and we know that with 
an installation in the Park Central that the next 
several installations will be comparatively easy. 

‘‘The writer is returning to Los Angeles in a 
few days and will work out a solution that we are 
sure will meet with your approval as we are de- 
pendent upon your personal suecess for our suc- 
eess In New York and feel at liberty to make any 
suggestions or advice that you feel will be construc- 
tive and [19] to our mutual benefit. 

‘‘With the kindest personal regards, we are, 

‘Very truly yours, 
“DIRECT-U-SYSTEMS, 
“By C. W. TALBOTT.” 


Later on I received from the defendants another 
machine to replace the first one. I would say the 
latter part of February, 1940, but this did not seem 
to operate much better. (P.108) I sold ten or eleven 
advertising spaces in the machine that I had in- 
stalled at the Imperial Hotel and they shipped a 
new machine to me which was very much better but 
I still had trouble with it as the cards jammed 
in the machine. I finally received five machines, 
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three of which were not delivered until sixty days, 
four months, and seven months, respectively, after 
they were ordered. (Tr. pp. 111, 112.) By reason 
of the defective mechanisms of these machines, I 
probably lost about thirty percent of my advertis- 
ing. I continued to operate these machines actively 
until Mareh 1, 1941. I did not make any net profit. 
During the time I was actively operating them, I 
spent about $14,000 and took in about $1,170. (p.114) 
A Mr. Morgan called on me during this period and 
said he wanted to meet me personally as he had 
referred to me in his advertising of these ma- 
chines as a successful operator. Mr. Marshal] never 
eame to see me in New York. (Tr. p. 114) How- 
ever, I actually quit this business in March of 
1941. I do not know what became of the machines 
that were left in the hotels (p. 118). I have one 
of the machines at my home at the present time. 
I sent the following wire to the Direct-U-Systems: 
(Government’s Exhibit No. 16.) 

‘“Waldorf cabinet made by National Directory 
Systems for that hotel while Talbott president. Five 
bad interruptions Park Central rotater during 
April damaging many cards. Impossible sell serv- 
ice this cabinet until replaced by proper rotater. 
When will efficients one [20] demanded four and 
a half months ago be sent by express. Wire. 

“HAROLD E. WEEKS.”’ 


and I received this letter: (Government’s Exhibit 
No. 17.) 
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‘‘Dear Mr. Weeks: 

‘“We received your telegram giving us the in- 
formation that the Waldorf installation was made 
by the National Directory Systems for that hotel 
while the writer was president of the old company. 

‘“This is all news to us as the writer has had no 
interest in the National Directory Systems since 
the early part of 1938—and to the best of his ree- 
ollection, there was never any lease on the Waldorf 
Astoria. Of course, any operation of the National 
Directory is out of any jurisdiction or suggestion 
of the writer. However, if you will send us the 
names of the advertisers on there it is quite possible 
that we could get some of the creditors for the old 
National Directory Systems to demand that the 
payments be made direct to them. This, of course, 
you can readily appreciate will stop any operations 
in a hurry of the National Directory. 

‘‘In reference to the rotating machine—we are 
tooling up to get this equipment in manufacture. 
But as we requested some time ago, if you will 
give us your reaction as to any changes, ete. we 
would appreciate it very much. We were advised 
by Mr. Musorofite that the operation was very god 
in the Park Central—in fact, it was rumning sat- 
isfactorily. However, he recommended and sug- 
gested that we furnish one of the [21] new ro- 
taters which we intend to do. 


“We asked you sometime ago to send us the 
eopy on some of your ecards, and we would be only 
too happy to cooperate and would have some of 
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them remade here to take care of the damage there. 

“We have not been able to get any reports as 
to the additional sales of any space on either the 
Park Central or the Imperial—nor have we been 
able to get any cooperation from you in furnishing 
us the data we requested so we could prepare some 
special selling material for you. 

‘“We are quite at loss to understand your total 
lack of cooperation and your indifference to this 
situation, as we are extremely anxious to work out 
and cooperate with you in every way possible. You 
ean readily appreciate that the only way we can 
hope to profit by this is through your installations 
and the royalties which would be forthcoming. 

“Tf you will go through your file for the past 
few months and furnish us the information we 
requested, we will be able to furnish you some 
additional selling helps which we believe will! be 
quite advantageous to you. In the meanwhile we 
are proceeding with the development of the new 
rotating machine. We assume from the informa- 
tion that Mr. Musorofite has furnished us and your 
lack of advising us to the contrary, that the rotat- 
ing machine is functioning perfectly in the Im- 
perial, and there would be no changes suggested. 

[22] 

‘“We would appreciate it, however, if you would 
have a photograph made of the installation in the 
Imperial so that we could keep our records com- 
plete. 
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‘Tf there is any other cooperation and assistance 
we can render you, please do not hesitate to call 
upon us. We are extremely interested in your 
success and will cooperate with you in any way 
that is in line with good business. 

‘With the kindest personal regards, we are 

‘Very truly yours, 
‘“DIRECT-U-SYSTEMS, 
“C, W. TALBOTT, 

President.”’ 


(Government’s Exhibit 18, Tr. p. 123.) 


GOVERNMENT’S EXHIBIT No. 18 


Direct-U-Systems 
General Offices 
Direet-U Building - 7225 Beverly Blvd. 
Los Angeles, California 


August 8, 1940 
Mr Harold KE. Weeks 
160 Fifth Ave. 
New York City. 


Dear Mr Weeks: 

We wish to acknowledge receipt of your favors 
of the 2nd and 5th and wish to assure you that 
we have no desire to enter into any controversy 
with you nor do we want to have any hard feeling 
or any misunderstandings with you as it is so 
foolish as we are both interested in reaching the 
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same goal, the installation and successful opera- 
tions of Direct-U-Systems in your area. © 

We do want you to know that we are sincerely 
endeavoring to render you the best service that 
we know how and build you the best equipment 
that we humanly can. Our sincere endeavor is to 
assist and co-operate with you in every way pos- 
sible and it is possible that during this time when 
so many things seem to go wrong that all of our 
nerves become somewhat on edge. Possibly we 
have both taken things that have been written 
in a way entirely different than the true since 
in which they were meant and to offend you is the 
farthest from our intent and we do hereby entend 
our apologies. 

In every business that you must depend on others 
to do your contacting manv reports are sent in 
many are no doubt tendered more in a nature of 
excuses to cover shortcomings and we passed on 
to you telling you what we had heard and we are 
quite glad to be assured by you that they were 
not true as we felt that vou were not the type 
of a person that would knowingly hurt us. As far 
as we are concerned we consider the matter closed 
with our regrets that they were even ealled to 
your attention. 

The Pacific National Advertising Agency is just 
one of several hundred advertising agencies that 
handle space for various newspapers for the eom- 
missions that the papers pay them and they with 
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several other firms rent space in the same building 
that we are located. 

As far as Mr. N. H. Marshall is concerned he 
is not employed by us nor has he been but is 
well known by us as he was at the time the old 
National was operating most successfully as the 
financial records will show it was when he han- 
dled the sales and thru his efforts and knowledge 
and hard work the most suecessful development 
was done not only by the company but by the 
lessees. When he left the old National due to 
some personal and domestic difficulties their de- 
cline started and when it reached a point that 
the writer did not care to be associated he dis- 
posed of his interests and the old investors real- 
ized that they had made a mistake and we are 
sure that if you knew him we are sure that you 
would agree. He is interested in some educational 
business but we are sure that if you will write 
him addressed P. Q. Box ............ ? Hollywood Cal. 
that it will be forwarded to him and he will, we 
feel, be more than glad to assist in rectifying any 
reports that may be damaging to vou or this com- 
pany. 

We are at loss to understand what connections 
any report on him may have with your selling 
any of your prospects as he has never had any 
connections with this company but we will say, 
frankly, that he can have a position here at any 
time and we are equally sure that if you knew him 
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you would give him serious consideration as to 
the handling of your sales. 

Your prospects are doing business with you in- 
dividually and this company has nothing to do 
with it nor does anyone else as we can see it and 
we feel that all you have to do is to establish 
yourself in their eyes as your are the lessee and 
operator of Direct-U-Systems in New York City. 

As far as we are concerned we want to con- 
sider any misunderstandings in the past a closed 
book and extend ourselves to developing a future 
that will more than offset any unpleasantness. 

We are very happy that you are well pleased 
with the Governor Clinton installation as we can 
assure you that we have truly tried to build it 
as near perfect as possible and we do regret that 
there was anything to do to the machine and we 
are confident that it will function perfectly. We 
do appreciate the fact that you are sincere in your 
desire to make helpful suggestions to perfect the 
equipment and if we have ever wrote otherwise 
please accept our apologies again. 

We are sure that you appreciate, that some ar- 
rangement must be made to shut the motor off a 
few hours each day and using Direct Current a time 
switch can not be used. 

We are rushing the other systems as fast as we 
ean but as we have explained some of the vital 
parts are being held up by the war.such as push 
buttons and certain other materials. We have the 
cabinets completed printing, rotating machines 
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ready ete as are quite interested in getting them 
to you as soon as possible. 

We would appreciate it greatly if you would 
have a photo made and if possible to inelude the 
hotel manager as we have a program that we feel 
we assist you materially in your sales if you will 
co-operate along these lines. 

With the kindest personal regards and again as- 
suring you that we hope any unpleasantness in 
the past will be overlooked as a closed book, we are, 

Very truly yours 
DIRECT-U-SYSTEMS 
ae By: Cc. W. TALBOTT 


(Cut) An International Service 
[Stamped] Received Aug 12 1940 Ans’d.... 
[Endorsed]: Filed Sept. 22, 1942. 


Also the letter dated July 25, 1940, as follows: 


[Printer’s note: Following is from Govern- 
ment’s Exhibit No. 19. ] 


‘Tt has come to us from several sources, that 
you have been putting out some erroneous reports, 
mainly that there is some connection between the 
National Directory and our present organization, 
and that the National Directory Systems were com- 
peting with you. 

“We went into long detail and explained the 
entire situation to you, aS well as assuring you 


United States of America 111 


(Testimony of Harold E. Weeks.) 
that this company has no interest, nor have any 
of its officers any interest either directly or in- 
directly with any other company, and we have 
no jurisdiction over any of them. 

‘“‘The latest report we had this week was that 
you had stated that the National Directory was 
competing, and that they were connected compa- 
nies, and we finally checked up with the attorney 
for the creditors of the National Directory Sys- 
tems [23] and we find that the installation you 
claim is in the Waldorf Astoria, is being used 
without any authority, and the attorney asked us 
if we would endeavor to get the names of the peo- 
ple who have subscribed to this service, as they 
would like to take the matter up direct with them 
and stop all payments to anyone, as that equip- 
ment belongs to the creditors, and at this time 
they are not getting anything out of it. 

‘“‘The first information that we had that they 
were even attempting to use it, was the report 
from you. 

“We asked you to furnish us this information 
quite some time ago, as we were trying to check 
up on it, but we were not accorded the courtesy 
of your cooperation in this. 

‘Tt appears that this situation in New York 
is one that neither you or are we happy over it, 
and we were wondering if you would be interested 
in disposing of your lease agreement as it is quite 
possible that we could arrange with someone in 
that area to take it over on a basis that would 


TW Norman H. Marshall vs. 


(Testimony of Harold E. Weeks.) 

relieve you of some of your investment, and place 
it in a position where there is some liklihood of 
our making some money out of it. We feel that 
an arrangement of this kind would undoubtedly 
lead to much more happiness, not only on your 
part, but we can assure you, on the part of this 
company, as we have endeavored to cooperate and 
assist vou in every way possible, and do not know 
whether it is purposely or otherwise, but certain 
adverse [24] reports that you have put out, have 
practically ‘stymied’ our operations in the East. 
We are rather reticent to think that you would 
deliberately take such steps, as we have endeavored 
to cooperate with you and furnish you equipment 
as near to your wishes and desires, although not 
strictly in accordance with our agreement, and 
most certainly we do not agree to furnish any- 
thing except our standard equipment, and we have 
made many changes, including the re-designing, to 
give vou a larger size card on the rotating ma- 
ehine.”’ 

I disregarded their offer. (p. 132) I received 
another letter as follows: (Government’s Exhibit 
No. 20.) 

‘We wrote you sometime ago and asked you if 
you would entertain a proposition to dispose of 
vour lease agreement, but we were not accorded 
the courtesy of a reply, so we assume that you 
are not interested, and desire to continue. 

‘‘We do regret that we are not in position to 
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take care of this Musorofite account, but feel that 
we can during the month of September.”’ 


Cross Examination 
By Mr. Stoddard: 
I signed the document which you show me dated 
August 18, 1939. (Defendants’ Exhibit A) 
‘“‘Verification of assistance given to franchise 
owner. Franchise owner: Harold E. Weeks. 
Operating as: Harold E. Weeks. 
Address: 11 West 42nd Street. 
City: New York City. 
No. 1, Hotels 
Name: Imperial [25] 
Times Square 
Breslin 


Location: New York City. 

No. 2, Helped Secure Cooperation or |i sceptance 
of Local Chamber of Commerce: Not possible in 
city this size. 

No. 3, Assisted in Securing Six Salesmen (also 
sales manager,)’’ and written above that ‘‘None de- 
sired.’’ All as selected by franchise owner as a 
satisfactory starting organization. 

No. 4, Assisted at Meetings in Training and In- 
forming said Sales Organization. 

No. 5, Helped Franchise Owner Find and Rent 
Suitable Office Quarters,’? and under that, tyvpe- 
written, ‘‘ Already had office, 11 West 42nd Street. 

No. 6, Assisted in Compiling Adequate List of 
Prospects to be Mailed Special Letters. 
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No. 7, Left with Mr. Weeks Additional Equip- 
ment over and above number allowed in contract. 
‘‘Assistance given on (dates): Intermittently 
from August Ist to August 19th.’’ 


And above that ‘‘Assisted engaging and trained 
sales force every day from August 14th. 

‘“By C. 8. Wallace, as Division Manager. 

‘To: Direct-U-Systems, Los Angeles, California. 

‘“Your representative named above has done, or 
assisted me to do, each of the items checked. 
Accordingly I have now received all assistance you 
agreed to furnish me and all supplies for use in 
my first campaign and believe that I will be able 
to carry out my part of our agreement without 
further assistance. 

Signed: HAROLD E. WEEKS. 


“Dated August 18, 1939.”’ [26] 


I signed and mailed the letter under date of 
October 10, 1939 which you show me. (Defendant’s 
ExInbit F). 


‘*Gentlemen: 

‘“This morning I sent you a telegram confirming 
the possibility of exhibiting a walnut finished cabi- 
net at the National Hotel Exposition at the Grand 
Central Palace, New York City, from November 
13’’—skipping one paragraph with reference to 
the booth. 

‘“‘The cost of the booth is $192.50. This price 
covers the standard booth equipment including very 
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attractive drapes, sign and floor covering as shown 
on the attached leaflet. 

“Tt will be necessary for me to furnish the booth 
with chairs, tables, lamps, etc., and I estimate that 
my expenses, including the booth rental, for the 
five day period of the exposition will amount to 
about. $300.”’ 

I was told by the Direct-U-Systems that a rush 
order on a machine would mean rush construction. 
(P. 145) I sent the following document: (Defend- 
ant’s Exhibit G) 

‘‘To Direct-U-Systems, 301 North Laurel Ave- 
nue, Los Angeles, California. 

‘‘Am anxious to demonstrate walnut finished cab- 
inet at National Hotel Exposition, November 13 
to 17 stop If I have your map marked for loca- 
tions of 60 bona fide and prospective advertisers 
and twelve points of interest also complete infor- 
mation for printing narrow cards in your hands 
by October 16 can you deliver cabinet at Grand 
Central Palace Manhattan November 10 stop. Will 
furnish 8 by 10 cards here stop [27] 

This machine is the one that gave me the most 
trouble. I was not told that the Direct-U-Systems 
eabinet was the only kind on the market. I was 
told it was the best. (p.153) I will say they are 
a beautiful cabinet. There is no question about it. 
(p.155) However I had trouble all the time from 
time to time. Occasionally a button would stick 
and the lights would burn out but this was not 
serious. The thing that was the most serious was 
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the animator. That was the mechanical feature 
that was my chief complaint, but the animators 
were inproved on later installations. (p.157) It 
was a very difficult field in which to operate be- 
eause it had alveady been worked over by two 
companies. J had contracts cancelled because peo- 
ple could not see their card; they weren’t operat- 
ing. I have letters from people—I have them with 
me, people who said they went in the Hotel again 
and again and their cards were not operating, 
the machine was not operating. The cards, too, 
became terriblv worn and dirty; they had to be 
replaced often. (Tr. p. 158.) I had myself never 
had any previous experience in selling of this type. 
I had complaints about people tampering with the 
cabinets but that was where we had to open up 
and put in cards. (p.169) I claim that things were 
misrepresented to me in the literature and pictures 
of installations in hotels. The pictures referred to 
were those pictures of cabinets that were supposed 
to be installed. I supposed they were still in- 
stalled at the time the pictures were shown me 
but thev had been removed as unsuccessful. In 
other words, these machines were determined as 
being unsuccessful by the operators of the Hotel 
at the very time they were shown to me as being 
in these Hotels. A picture of a cabmet in the 
Multnomah Hotel at Portland, a picture of one 
at the Plaza Hotel at San Francisco, a letter about 
a eabinet in the New Washington Hotel at Seattle, 
were shown me. Those letters of recommendation 
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were written to a man named Kane and they 
were dated prior to the date of incorporation of 
the Direct-U-Systems. I claim that all of that was 
misleading to me and to the general public. (Tr. 
ais.) [28] 


CHARLES 8. WALLACE, 


ealled as a witness on behalf of the Government, 
testified as follows: (P. 175) 


Direct Examination 
By Mr. Neukom: 

I was engaged as a salesman by Mr. Marshall in 
the year 1939 by the Direct-U-Systems. This was 
in the old Pioneer Building in Los Angeles which 
Mr. Marshall owned. I sold cabinets to the witness 
who preceded me, Mr. Weeks, but I never made 
any representations not contained in the com- 
pany’s literature or in my kit. (p. 176). This letter 
which you showed me dated July 22, 1938 which is 
addressed to Mr. Kane was in the kit which Mv. 
Marshall gave me. He told me that the National 
Directory Company was out of business and that 
they had made a lot of improvements in this new 
cabinet and in this new company. I was shown pic- 
tures of the installations in the Hotel Multnomah 
and New Washington Hotel, (p. 179) but I had 
never been up there to see whether the cabincts were 
up there. I showed Mr. Weeks these two letters con- 
eerning Hotel Multnomah and New Washington 
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Hotel and told him they pertained to the cabinet I 
was then trying to sell him a eontract on. I told 
him ,‘‘Here are some letters from Hotels that have 
our installations in and would show how well satis- 
fied they were with the eabinet.”’ (Tr. p. 179.) The 
poliev of the company was that ads would be run 
in cities and then I would call at those cities later 
on. Mz. Marshall would keep me advised where I 
was to go. The box you showed me is a demon- 
strator furnished by Direct-U-Systems. I showed 
it to Mr. Weeks; at that time he had on it the word- 
ing ‘‘Property of Direct-U-Systems, Los Angeles, 
California, patent pending.” (Tr. p. 181.) I re- 
ceived this circular letter which you are showing 
me, which is a typewritten instrument, from Mr. 
Marshall who told me this was the general pro- 
cedure to follow. (p. 182). I utilize material or 
ideas from that document in making sales. (Tr. 
pueiss.) 

Here the Government introduced Exhibit 25, as 
follows: 

‘Directly upon arrival im a city it is [29] advis- 
able to either get the prospect on the telephone and 
arrange an appointment with him, keeping in 
mind that it is well to make the appointment at a 
time that is convenient with him, but not for- 
getting that he should be expecing you, as he has 
been advised that you will advise him of your arri- 
val. If he has no telephone it is well to send him 
a telegram, which as a rule costs 15 or 20 cents, 
otherwise a special delivery letter. 
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‘“‘By sending either a special delivery, or better 
yet, a wire, it immediately demands his attention 
and is quite impressive and should be conducive of 
faster action on his part to arrange for an appoint- 
ment. 

‘*T would not tell him the length of time that you 
fee] the interview will require, as that would be de- 
pendent on his interest and how he grasps the deal. 

‘*T would schedule the appointments about an hour 
apart, as this time will slip by very fast, and if you 
get the proper reaction the appointment may run 
longer, and if it does it offers you an opportunity 
to arrange for an appointment later in the same 
day, or evening. 

‘‘Keep in mind that the prospect is coming to you 
in answer to an advertisement, and he has received 
a letter that has told him nothing, with the exception 
that a man with good business experience is desired 
for a permanent connection with a reasonable in- 
come in excess to his present earnings, otherwise he 
would not, except in [30] occasional instances, be 
interested in making a new connection. He will in 
the major portion of the time be somewhat nervous 
and extremely interested in making a good impres- 
sion, at least until he has heard the deal. 

“Tt would be well upon his arrival and entrance 
into the room to attempt to make him comfortable 
and at ease by discussing the topics of the day, etc., 
gradually working around to discussion as to what 
his past experience has been, and this can usually be 
brought up by simply saying, ‘Mr. Jones, what has 
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been your line of business?’ Leading him along to 
tell of Ins past business connections. 

‘It would be well to make the remark that he 
has no doubt travelled quite a bit, always helping 
him build himself up to the point that he believes 
he is quite a successful business man, and quite a 
world traveller, as this leads him into the position 
later that he must admit he can visualize the needs 
and uses of our equipment. 

‘“You can at this time take out your application 
blank and start jotting down the various answers to 
the questions, with a casual remark that you have 
to submit a report of each interview, and if there 
are any questions that he is reticent in answering 
that you will just omit them, but it does assist you 
in selection of the best applicant, as not only the 
company, but you yourself, are entirely dependent 
upon the selection of the right man, particularly 
when we have a proposition of the unusual merits, 
as we do, and where we have nothing to sell and the 
man selected handles all the moneys from that 
division. [31] 

‘hese spaces are what we derive our revenue 
from and are what we are interested in securing 
the services of a resident manager for, not that we 
want him to personally get out and sell this service, 
but to supervise two or three salesmen, and to handle 
the collections and the handling of the moneys. 
There is no trouble in getting good high-class ex- 
perienced advertising salesmen, particularly for this 
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service, we never designate it as advertising, but in 
reality it is advertising. 

‘‘Many advertisers knowing the richness of this 
market, have expressed surprise at the low price of 
reaching it in his unique and effective manner.’”’ I 
will skip some more. 

‘‘As I told you, we are not interested in securing 
the services of a high pressure promoter type of 
aman, but we are interested in securing the services 
of a man with good common sense and business ex- 
perience that will be willing to devote his time to 
supervisory work, collecting the money, ete.; that 
is interested in a permanent connection. We are not 
interested in his being an experienced salesman, or 
knowing anything about advertising, as he can se- 
eure experienced salesmen for this part of the work. 
Our experience has shown that it is necessary to 
have some local man to handle the supervising and 
checking to see that the advertisers sold are really 
good reputable men or concerns that would be really 
representative of their respective lines. 

‘It is only necessary to have two and not over 
three salesmen, and one of these can be the sales [32] 
manager, and have actual charge of the salesmen, 
and the resident manager need only have his con- 
tact with him, and that only need be once a day, or 
even less until the cabinets are installed and then 
he would only have to handle the collections and the 
disbursements. The resident manager handles all 
of the money in his division. He pays the sales- 
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men, remits to us, pays the lease rental to the 
hotel, ete.’’ 

In my sales endeavors I made representations 
substantially as contained in the cireular from 
which you have just read. (Tr. p. 190.) 

““Q. Mr. Wallace, you have heard me read this 
so far? A. Yes. 

‘*@. Have you in your endeavor to makes sales 
made representations substantially as stated here? 

‘fA. Substantially, yes, sir. 

‘“‘Mr. Stoddard: We, you will find, are extremely 
conservative, and as I told you, we have nothing to 
sell you, and we are dependent on your success for 
our profit. A salesman that cannot sell at least one 
contract a day, and frankly he should sell two or 
three, would not be the type of salesmen you would 
keep, but with one sale a day he would make $12 a 
day, and if you have two or three salesmen working 
when they only operate one sale each day, each, it 
would only take about a month to make an installa- 
tion, and it should be a great deal less. But you 
ean readily see that you can get the pick of high 
class men. 

‘‘Now we want a local manager to handle all the 
territory that he can consistently, but we would [33] 
not want him to handle more than he can supervise. 
We know that a man should be able to handle the 
installation of some 20 to 30 systems, and we want 
to assign sufficient territory that will enable him to 
make this number of installations. Naw, how many 
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installations do you think could be installed in this 
territory ?”’ 


And this is in parenthesis: 

‘(You outline in your own mind the territory you 
think he should have, figure sufficient cities or 
towns that have 15 or 20 good hotels at least)’’. 


And this is in parenthesis also: 

‘*You can build up the prospect to the point Alias 
he should be selling you on the idea that you should 
put in twice that amount. Then you tell him that 
you feel, and the survey that the company has made 
on this territory shows, that you should be able to 
put in even more than that number, but that you 
are dependent on his success, and you and the com- 
pany want to be ultra-conservative, and while you 
think and feel that the amount of installations 
should be 20 or 30, vou do not want to paint any 
beautiful pictures. ‘Tell him again that you have 
nothing to sell him and would rather figure he could 
sell only half the amount he has said (the prospect) 
could be installed, that you want to keep the esti- 
mate conservative, and keep telling the prospect 
that. 

“*You should not have the prospect up to the point 
where he wants to know about the $1,500 we adver- 
tised for, but don’t tell about this, but tell him you 
want to outline the entire proposition and get his 
reaction, for if he cannot see [34] where it is a 
clean, legitimate deal and one that will make him 
(the prospect) money, and if the prospect is. not 
interested in a permanent connection, and if he can- 
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not see the merits of our proposition, it would be 
unnecessary to go into that phase.’’ 

‘‘T am skipping some now. 

‘‘Now, Mr. Jones, I don’t know how this proposi- 
tion appeals to you, but I feel sure that you have 
never had a proposition offered to you that affords 
you the opportunity for a permanent connection 
with an assured income as this does, nor one that 
has more ethical points, dealing with only the high- 
est type of business men, offering them an oppor- 
tunity to get their name and advertisement in a 
location that they cannot do themselves, an oppor- 
tunity to reach the money spending public in an 
economical, dignified, unique and animated way. 

‘*It is my job to select the best man here that it 
is possible for me to find, as my future income as 
well as the company’s is based entirely upon your 
success—if you are in earnest, and are really inter- 
ested in a permanent connection, one that will make 
you money this year, next, and each succeeding 
year, this should appeal to you, and we are depend- 
ent upon selecting a man with good common busi- 
ness experience, one that we can depend upon, a 
man that is interested in being guided by a plan 
that is sound and profitable. This is a mutual deal. 
Both of us must be successful, and there is sufficient 
income and profit to make it [35] attractive to 
all of us. 

‘‘Now, Mr. Jones, as I said, we have nothing to 
sell you, which is true, for we do not sell any of our 
equipment, but we make all of our installations on 
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lease basis. We lease the system for the first year 
for $750. Now the way the company figures, this 
lease rental just about pays for the building of the 
system, its maintenance, upkeep, etc., and then the 
company gets a 20 per cent royalty, or $720 which 
is practically all profit, and it is from this that I 
receive my compensation, ete. ue 

I received for my compensation 30% commission. 
That is, I got 30% of what the company received. 
(p. 195) I got 30% commission of the $3,750 ob- 
tained from Mr. Weeks. All I ever got was the 
money from the initial sale. I told Mr. Weeks I 
ought to be able to install ten machines as a mini- 
mum, and that I ought to be able to make $7700 out 
of ten installations. My next sale was to a lady by 
the name of Flora Fitch. (p. 198) I was with the 
company off and on for two years. I never did get 
any royalties that had been paid to the company. 


By the Court: 

(p. 200) ‘‘Did vou consider that letter as mis- 
leading ? 
The Witness: 

‘‘T did not at the time. 


The Court: 
‘*Well, do you now? 


The Witnes: 
‘‘Well now that you point it out to me, yes. 


I never saw Mr. Weeks while I was in New York 
but I saw the installations and the cabinets in the 
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hotels. (p. 210) [36] I did not use the picture of 
the Sir Francis Drake Hotel installations when I 
was selling in the East. 

[Printer’s Note: The following quoted 
matter are excerpts from a series of letters from 
Direct-U-Systems to Mr. C. S. Wallace, intro- 
duced into evidence on Sept. 22, 1942 as Govern- 
ment’s Exhibit No. 27.] 


‘‘This deal has been through every kind of fire 
and it has withstood all attacks. This deal has been 
before the Federal District Attorney, Attorney Gen- 
erals of several States, the District Attorney in sev- 
eral cities, as well as the Post Office Inspectors. 
They spent months on it, trying to find some loop 
hole on it, and in the end they gave a clean bill of 
health, which is the only thing that they could pos- 
sibly do, as the deal is clean, legitimate, meritorious 
and does offer to a franchise operator an opportun- 
ity to get into a business that will prove to be profit- 
able and wall give him an opportunity to build up a 
good business. 

‘*You are aware of the fact that we have spent a 
great deal of money in setting up the Educational 
and we are not blessed with any surplus of money, 
and with this thought in mind we do not understand 
why you would not be considerate of us.’’ (Tr. pp. 
205, 206.) 

‘(We received your wire this morning in refer- 
ence to Weeks being somewhat excited about the 
American Map Company. Of course we know noth- 
ing of the American Map Company and while it 1s 
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quite possible that we have some competition, we 
know that we have some outstanding features that 
they would not dare attempt to use. 

‘You may point out to Mr. Weeks, of course,-the 
hotels we have leases on there would not attempt to 
even make any installations. 

‘“We have had so many obligations that have 
piled [37] up so much, that while the check was a 
couple of godsends it did not cure all of our ills, 
and we must be in a position to keep our statement 
in good shape, and also be able to carry on in ease 
of another slump. 

‘As I wrote you last Saturday, I expect to come 
east within the next four or five weeks, but it is 
necessary that I go to San Francisco and get a 
couple of deals through before I would be in a posi- 
tion and be padded enough, before I spent the time 
and money necessary to do a good job in setting up 
offices and carry on the proper training. 

‘Of course, the most outstanding disappointment 
was the fact stated in your wife that Jones would 
not have his money until the 26th. 

‘‘We think you are making a big mistake—in fact 
it has been proved in many instances—that where 
these fellows want some time, that you don’t re- 
quire a deposit. You can get around this by telling 
them, ‘Now, Mr. Jones, if you can give us a deposit 
of a couple hundred dollars I think I can hold this 
territory open.’ 

“You know we have had several unfortunate in- 
stances that have cost not only you, but us, quite a 
lot of money. We think in every instance you 
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should insist they give you a check of some kind as 
a deposit. 

‘“The main thing is that you should get a deposit 
after this because you know it doesn’t mean any- 
thing to get a contract signed. 

‘‘As far as Weeks is concerned we would cer- 
tainly [38] like to work out some kind of a Repur- 
chase Agreement with him. And it might be rea- 
sonable to drop mn and see him while you are there.’’ 

‘It is quite possible we better have Mr. Talbott 
make up demonstrators with the Detroit Leland on 
it. This would take away from the East Coast and 
anything dealing with New York. It might be 
advantageous.’’ 

Mr. Stoddard (Reading): ‘‘Give me your re- 
action on this and we will give you the necessary 
information, and so forth, so that you can get him 
to sign. It might be advantageous to do this. If 
he isn’t going to be of any help and isn’t going to 
work, of course we don’t want him to continue on.”’ 

‘‘If the deals you closed had come through, you 
would have been in pretty good shape all the way 
through. In fact, we all would have been in good 
shape. 

‘*We are also making you up a new demonstrator 
showing the Detroit Leland instead of the New York 
Installation for your cabinet demonstrator. We 
believe this will be better and suggest you keep 
away from mentioning the New York setup. 

‘‘We would hke to have you go to the Waldorf 
Astoria. They have a Directory there and get all 
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the information you can about it. We believe it is 
an old National Directories System and we would 
like to get the dope on it. In fact, [89] we would 
appreciate it if you could copy down the names of 
the advertisers on there so we could have it. We 
still have a little interest in that company although 
it isn’t active or operating, but enough interest so 
we think we can put a stop to them. 

‘‘Weeks will have some information on the Robot 
operations, but don’t pay any attention to it. Just 
go right ahead and saw wood.’’ 

‘‘We have had several letters from Singleton—.”’ 

‘‘Hle is extremely anxious to try and work out 
something. He certainly wants to go on this deal. 
He sent us all the dope on his house and also on 
his uncle who is the banker who has the mortgage 
of about $400. We guess he was the one he antici- 
pated getting the money to get started on this in the 
first place. It really is a shame that a man that is 
sold as much as he is that we can’t get to work out 
the finances some way. From what he says of his 
house and the report we have on it is that it is a 
very nice little place and something that should be 
worth a very safe loan of $1,000 from some outfit. 
You might talk to your brother-in-law, he might 
know someone who would be interested in making 
a loan of $1,000 on the place. Singleton claims that 
the house is worth about $3,500, but the bank says 
it is worth about $2,400. 

‘We would like to know if you have contacted 
Weeks.” 
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This is a letter of May 2, 1940 in the same ex- 
hibit. [40] 

‘‘If he is not satisfied, let’s see if we can work out 
some sort of a Repurchase Agreement on it. Find 
out how much money he has actually collected and 
see if we can’t work out something to get him out 
of that deal.”’ 


Letter of May 29, 1940: 

‘*Certainly hope you can close the deal there as 
we are very badly in need of a_ deal, as it seems 
that everything has been drifting along and no 
action from anyone. I don’t know what the trouble 
is but it has gotten us in a very tight position again, 
but we know that it will pull out in the next few 
days. 

‘‘We have been terribly short of money, and we 
will try to get you some money within the next day 
or two. 

‘‘Certainly hope that you made provisions for 
forwarding your mail, as we sent you a photograph 
and setup on the Sir Francis Drake, which installa- 
tion we expect to make within the next few days. 
We feel that it is advisable to use that instead of 
any eastern setup while working in the eastern 
territory.’’ 

That is a letter of May 31, 1940. 

‘There isn’t much to write about with the excep- 
tion that we have been going right along and things 
have been exceedingly tight with us. Morgan has 
not had a thing in the south, and that beais out the 
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fact that you were really doing a pretty good job.” 
“Mighty glad to get your letter that you had [41] 
written Thursday and your wire that vou had a 
deal that vou expect to close today and I just have 
a feeling that you will do just this thing, and I am 
looking for a birthday greeting today and it will 
sure make us happy—for we sure can use it. 
‘*Foxie is away for a few days as she sure has 
been working herself to death again and if we can 
get things going again so we can all have a little 
folding money it will be swell, and I have just that 
feeling that we are right on the brink of it.’’ (‘T'r. 
pp. 206-214.) : 
Cross Examination 


‘By Mr. Stoddard. 


This long document which Mr. Marshall gave me 
was so I could get the general plan outlined of the 
company and I was careful in talking to prospects 
to state all of the facts as I know them relative to 
the company and I never said anything that, to my 
knowledge, was false and I knew when I went out 
for the National Directory Systems that they were 
new in the field. I believe Mr. Marshall told me 
that the machine had been perfected. JI told Mr. 
Weeks that the Direct-U-Systems was the most 
beautiful thing and the best one on the market. [ 
told him that there had been a robot on the market 
but that they were out of business or going out of 
business. I knew that the National Directory Sys- 
tems had gone out of business. (p. 217.) I as- 
sumed that Mr. Wecks was always dissatisfied and 
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I do know that Mr. Weeks was not fully cooperat- 
ing. I know some of the installations which Mr. 
Weeks had were working. The company advanced 
me money on my expense account ahead of any com- 
missions and deducted it when I earned the commis- 
sions and Mr. Marshall frequently wrote me sug- 
gesting that I try not to draw as much money as I 
wanted. The company always paid me my com- 
missions. It was the advances they objected to. 
Marshall told me that there [42] were a great many 
towns the National Systems never went into and 
that he would pick out these towns for me. (Tr. 
Dees.) 


RALPH H. BERGEN 


was called as a witness on behalf of the Government, 
and testified as follows: 


I am an engineer by occupation and have been a 
eontract purchaser of the Direct-U-Systems. I saw 
an ad in the San Francisco Examiner in 1940 read- 
ing as follows: 

‘‘Resident Section Manager, permanent national 
organization. No personal selling. Income reason- 
ably $750 per mo. $2,250 cash required. Returnable. 
Stand rigid investigation. Box 69120 EX.”’ [43] 

IT wrote a postal card answer to this and received 
a letter signed by My. Talbott on the stationery of 
the Direct-U-Systems and then talked to Mr. Bry- 
ant in November, 1940, about this prospect. This 


—_ i 
—_—=_  —_— seo 
—————— 
SE —— 
a = 
—_ 


United States of America 133 


(Testimony of Ralph H. Bergen.) 

eonversation took place in the Sir Francis Drake 
where there was a machine on exhibit. (P. 226) 
Mr. Bryant thought he should easily be able to in- 
stall five boards in San Francisco the first year. I 
told Mr. Bryant that my health had been bad for 
several years and [I wanted to get back into some 
business. I cannot remember what he told me as 
to whether or not the boards were patented. He 
told me all the boards that were operating in New 
York City and named some of the hotels. He 
showed me a picture of the Times Square Hotel 
Electrical Directory. He told me that San Fran- 
cisco was virgin territory and there had not been 
any machines there before. (P. 283) I gave him 
at that time a check for $2,250 relying upon repre- 
sentations that he made to me. I paid a total of 
about $4,000 for the franchise rights in San Fran- 
cisco. J later came down to Los Angeles and met 
My. Talbott and Mr. Marshall. Mr. Marshall was 
introduced to me as the Sales Manager of the com- 
pany and Mr. Talbott said that he, Mr. Talbott, 
was the president. I had a conference with them 
and nothing was said contrary to what Mr. Brvant 
had told me. J was shown the’ machines there in 
their shop and was told they were working satis- 
factorily. I do not know that I can honestly state 
that I had anv discussion with Mr. Marshall as to 
what I would make on a machine a year. I did 
tell him that I was making this investment for the 
purpose of making money. (P. 238) Mr. Bryant 
told me that he had a man in Tennessee who had 
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been highly successful with this business and IL 
sent this man the money for bus fare to come to 
San Francisco. Mr. Malone did go to work for 
me and worked about two and one half months. 
One of the cabinets at the Sir Francis Drake was 
turned over to me [44] as one of my cabinets but 
at that time the ads appearing in it had not been 
paid for. The machine was used as a sample. 
(P. 240) I got salesmen and put in every effort 
T could to sell spaces. I sold three spaces at $10 
per month each. There was not much difficulty 
with the electrical directory but the card display 
did not work satisfactorily at all. The cards would 
eet black streaks on them. J communicated this 
to the Direct-U-Systems. I never did get any 
other hotels to sign up for advertising. (P. 243) 
I later wrote Mr. Talbott and told him that I had 
discovered there was a franchise operator who had 
preceded me to San Francisco. Mr. Marshall did 
not tell me that there had been a contractor opera- 
tor at San Francisco before I came in. (P. 246) 
T received the following letter: 

“We hired Mr. Burke to compile the data in 
conjunction with one of the Civic Organizations 
there and which the demonstrator was built and 
placed in the Sir Francis Drake. 

“We regret very much that you have not had 
this information and we will hurry it along. 

‘“We have no record of the sales that Mr. Burke 
made, with the exception that it does run in our 
memory that there was a Dr. Lerner Waldo, but 
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if we had any other data as to the sales that he 
made, it would be with the data that we gave to 
Mr. Bryant to turn over to you. Undoubtedly 
Burke can give you this information if you are in 
touch with him.”’’ 

I met a Mr. Belling who ealled at my office in 
San Francisco. After talking to him I wrote the 
company the substance of the conversation. (Tr. 
p. 248) [The following is from Government’s Ex- 
hibit No. 29. | 


“Mr. C. W. Talbott, 

‘‘Direct-U-Systems, Ince. 

“Dear Mr. Talbott: [45] 

‘About a week ago a Mr. Belling called upon 
me and stated that he had been negotiating with 
Mr. Marsh relative to taking up a franchise to 
operate Direct-U-Systems in Los Angeles. Mr. 
Marsh had made certain statements to him with 
reference to operations in San Francisco, and he 
eame up here to check up for himself, just as [ 
went to Los Angeles. 

“Mr. Belling asked me certain questions which 
I answered frankly and to the, best of my knowl- 
edge, after which he told me that the statements 
made to him by Mr. Marsh were directly opposite 
to what I had told him. After some conversation 
I suggested that he go directly to vou, feeling in 
my own mind that you could and would clear up 
the misunderstandings, and I also told him I 
would appreciate it if he would drop me a line 
and let me know what he found out. 
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“Mr. Marsh told Mr. Belling that the San Fran- 
cisco board in the Sir Francis Drake Hetel had 
been completely sold and paid for by the adver- 
tisers, and that the hotel had been paid $150.00 
by the San Francisco agent. This according to 
his note of today was again confirmed, after his 
conversation with me, by Mr. Marshall and Mr. 
Marsh, and finally by yourself except that your 
statement was that the $150.00 was paid to the 
hotel by the home office. Mr. Belling also mentioned 
a Mr. Brown whom you stated made this deal, but 
was no longer with the company. 

‘Myr. Bryant told me that the rental for the first 
year had been paid to the hotel, but very definitely 
[46] he told me the space on the board had not 
been sold, and that the first job in this territory 
should be the selling of those spaces. This under- 
standing was certainly confirmed in my conversa- 
tions in your office with yourself and Mr. Marshall. 
I will recall to vour mind the statements Mr. 
Marshall made relative to the Lions Club’s desire 
to take over the sponsorship of the Sir Francis 
Drake Board. There too I wish to state that when 
T called upon M1. Hampton, president of the Lions 
Club, and made the statement to him that the club 
wished to sponsor the board, his immediate reply 
was that there was some mistake or misunderstand- 
ing, for he had emphatically stated they were not 
interested. I have succeeded in getting them 
mildly interested. Also I have been out with one 
of my salesmen on a few ealls, and on one or two 
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occasions someone mentioned that a year or two 
ago some one had tried to sell him this proposition. 
Another one said, ‘Oh, yes, I have seen one of 
these boards in a Hollywood hotel a year or two 
ago!’’ I had been told that the only board in- 
stalled in Los Angeles or vicinity was in the Alex- 
andzia, or if I have mistaken the name, in a hotel 
on South Main Street adjacent to the Rosslyn. 

‘““Mr. Belling was also told that a board that was 
in your shop was being prepared for shipment to 
the E] Cortez here, which, of course is a misstate- 
ment of the truth. 

“Now, Mr. Talbott, you certainly must realize, 
that all this is very disturbing to me, and certainly 
is not conducive to the best of results. I have not 
[47] been accustomed in the past to working under 
such conditions, and I have no expectations of 
starting now to deal in misstatements of fact. in- 
direction and suspicion. I am sure that there is 
some logical explanation of all this and I have 
every confidence that you can clear it up for me 
and remove all these doubts. That is why I am 
writing to you directly and personally. 

‘*Please give me the full and detailed story of 
this situation so that I may work with my eves 
open. 

‘Sincerely yours, 

‘Ralph H. Bergen.”’ 

IT received a reply as follows: (Government’s 
Exhibit No. 30) 

‘“We hired Mr. Burke to compile the data in 
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conjunction with one of the Civic Organizations 
there and which the demonstrator was built and 
placed in the Sir Francis Drake. 

“We reeret very much that vou have not had 
this information and we will hurry it along. 

‘We have no record of the sales that Mr. Burke 
made, with the exception that it does run in our 
memory that there was a Dr. Lerner Waldo, but 
if we had any other data as to the sales that he 
made, it would be with the data that we gave to 
Mr. Bryant to turn over to you. Undoubtedly 
Burke can give you this information if you are in 
touch with him.’’ 

‘‘Referring to your letter of the 18th. You may 
vest assured that it is our desire to cooperate with 
vou in every way possible. As far as the require- 
ments that we have made on that territory. [48] 
We feel that on the basis of five systems is the 
very minimum when you consider that it takes 
in the major portion of California and should en- 
able you to make a great many installations. 

“We feel confident that it can be developed by 
vou to one of the largest potential earning organi- 
zations in the country as you have undoubtedly a 
very good organization, and from what we under- 
stand, Mr. Malone is an extremely high type, eapa- 
ble sales executive and should have no diffienlty in 
developing that territory. 

‘‘My. Belling did not give you the true situation, 
and as far as Mr. Burke, the arrangement that 
we hd with him was quite different than the poten- 
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tialities that you have. Mr. Burke felt that we 
should require at least $7500 for that particular 
area alone. 

“We are confident that Mr. Malone could handle 
the disposing of that part of your territory very 
successfully and without any difficulty, and un- 
doubtedly a very good organization, and from what 
we understand, Mr. Malone is an extremely high 
type, capable sales executive and should have no 
difficulty in developing that territory. 

‘‘Mr. Belling did not give you the true situation, 
and as far as Mr. Burke, the arrangement that we 
had with him was quite different than the poten- 
tialities that you have. Mr. Burke felt that we 
should require at least $7500 for that particular 
area alone. 

“We are confident that Mr. Malone could handle 
the disposing of that part of your territory very 
successfully and without any difficulty, and un- 
doubtedly arrange for the development of the Bav 
territory on [49] the basis of the advance lease 
rentals on three systems which would be entirely 
reasonable and quite equitable inasmuch as you 
would or could include it in San Jose.” 


I received another letter from M+. Talbott. dated 
on or about December 9, 1940 (Government’s Ex- 
hibit 31, p. 254 Tr.) reading: 

‘“We wish to acknowledge receipt of your favor 
of the 7th, in reference to a Mr. Belling calling 
upon you, and apparently this man either deliber- 
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ately misunderstood, or is trying to raise some sort 
of misunderstanding, as there most certainly was 
no statement made either by Mr. Marsh, Marshall 
or myself, relative to the installation at San Fran- 
cisco, With the exception to state that it was in. 
As far as it being sold, ete., there was never any 
discussion about it at all.” 

‘As we advised you a few years ago, we had de- 
cided to start in there, and about that time the 
hotel strike started and we withdrew and there 
have been no operations in there since that time.”’ 

‘Certainly Mr. Bilings was not told that an 
installation was being prepared for shipment to 
the EF] Cortez Hotel, for as far as we know, there 
nave been no sales made on the El Cortez Hotel. 

“What Mr. Billings was shown was a demon- 
strator that Mr. Bryant desired to carry with him, 


which is an exact replica of the Sir Francis Drake 
Fiote).’’ 


[ was offered a re-purchase agreement, Govern- 
ment’s Exhibit 33, as follows: [50] 

‘Repurchase Agreement. 

“This Agreement, entered into this 31st day of 
January, 1941, by and between Direct-U-Systems 
of Los Angeles, California, hereinafter referred to 
as the party of the first party; and Ralph H. Ber- 
gen of San Francisco, California, hereinafter des- 
ignated as the party of the second part, 

“Whereas, the parties above entered into an 
agreement on the 8th day of November, 1940 and 
also on the 12th day of November, 1940 whereby 
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{he party of the second part did agree to lease and 
did lease five (5) Electric Directory Systems from 
the party of the first party, and also ten (10) Ani- 
mators and did pay as advance lease rental the 
sum of $300 and Thirty-seven hundred fifth ($3750) 
dollars, respectively, 

“The party of the second part has not taken de- 
livery of the systems as provided in the above 
designated agreement, and the party of the sec- 
ond part does find himself as unable to fulfill his 
portion of the above designated contract. 

“The party of the first part desires to have the 
territory as provided for in the above contract, de- 
veloped whereby it can collect the royalties as pro- 
vided under the agreement. 

‘“‘Now, Therefore, for and in consideration of 
$1.00 receipt of which is hereby acknowledged, 
and the premises and the mutual promises of the 
parties and the consideration passing and to pass 
from each other to other, it is agreed as follows: 

“1. The party of the second part hereby agrees 
[51] to the complete cancellation of the agreement 
and does renounce and relinquish any and all in- 
terests or claims in the agreement as entered into 
by the parties under the dates of November 8, 1940 
and November 12th, 1940. 

“2. The party of the second part agrees that 
it shall pay or cause to be paid to the party of 
the second part, 25% of all the monies it receives 
from any source either as lease rentals or royalties 
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from the territory designated in the agreement 
after sales expense and cabinet costs have been 
deducted, until the parties of the second part have 
yeeeived the total sum of $4050.00. 

‘3. The added consideration for the agreement 
and promise of the party of the first part to pay 
to the party of the second part the monies as out- 
lined in the above paragraph is based on the agree- 
ment of party of the second part to assist and 
cooperate with the party of the first part in de- 
veloping and/or transferring of any rights in the 
territory as outlined in the original agreement. 

‘4. Party of the first part hereby agrees to 
devote its best effort to place the territory covered 
by the agreement on a paying and profitable basis 
without unnecessary delay. 

‘5. Party of the second part agrees to deliver 
the sales equipment loaned to party of the second 
part which is the property of the party of the 
tirst part on demand. [52] 

‘Tt is mutually understood and agreed that this 
equipment, executed in duplicate, supersedes any 
and all previous agreements and contains the full 
and complete understanding between the parties 
hereto.”’ 


And as appears on page 260, I did not sign this 
agreement. 

I sent the letter of which you show me a copy 
dated December 13, 1940. (Government’s Exhibit 
on. ) 
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GOVERNMENT’S EXHIBIT No. 37 


December 13, 1940 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbot: 

This acknowledges receipt of your letter of the 
12th and the copy of the contract with the Hotel 
Oakland. I propose to start work in Oakland just 
as soon as I can after the first of the year. I want 
to get the sale of the Sir Francis Drake well started 
first. I expect by the first of the year to have 
at least four good salesmen, so that as soon as the 
Drake board is really going I can shift one or two 
of the men to Oakland. 

In your previous experience have you found it 
necessary to accept some contracts on a monthly 
payment basis with a non-revocable annual con- 
tract? We are running into that here. We have 
established the price on the Sir Francis Drake 
board at $120 per year, and plan at present to 
establish that same price on the St. Francis and 
Palace. We have sold one space on the Sir Fran- 
ais Drake board to a well established, large, and 
old Beauty Salon, but could only get it on the 
hasis of $10 monthly payments. We have also had 
two other concerns turn us down on the Sir Fran- 
cis Drake but express willingness to sign one for 
the Palace and one for the St. Francis. Both 
are highly reputable concerns of long standing 
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so we aecepted their contracts without any cash 
payment subject to our ability to close with those 
hotels. But here again they both insisted on 
monthly payments. 

There is a problem I wish to discuss with vou 
concerning the Sir Francis Drake board. As the 
map now appears on that board about 60% of it 
is south of Market Street in the wholesale, indus- 
trial, and shipping section of the City, where there 
is searcely a spot that is of any interest to the 
hotel guests. On the other hand all the major 
hotels, all of the retail shopping district, all en- 
tertainment and night spots, and business and pro- 
fessional men are north of Market Street, which 
occupies only about 40% of the map as now shown. 
Therefore, I think that for the final installation in 
the Sir Francis Drake a new map should be in- 
stalled. Incidentally since all the major hotels are 
within a few blocks of each other in this Market 
Street and North of Market district, the chances 
are that the same map will serve for most, if not 
all, of them. I am enclosing two maps of the City 
showing in one case approximately the area now 
shown, and in the other my recommendation of the 
area that should be shown. 

In the meantime the one space we have sold on 
the Sir Francis Drake was on the basis of $10 
down, $10 January Ist and monthly thereafter. 
Therefore, I would like if possible to place his 
name on the board before January 1st, even tho 
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we may change the whole map eventually. This 
party has not only taken space on the Drake but 
has asked for an option on the Palace and St. 
Francis. We hope to contract with both those ho- 
tels next week, in which ease this party will sign 
additional contracts, and at the same time all in- 
formation will be secured so you could make up 
the cards for me to go on the present board. 

Has it been customary to make any concession 
in price to a client if he contracts at one time for 
space on several boards. We have thought that if 
necessary to secure such contracts, it would be 
good business to make a price of $25 per month for 
three boards instead of a straight price of $10 per 
month per board. Would such an arrangement 
raise any complications? Would you consider it 
good policy. 

The cards on the Sir Francis Drake animator 
have become very badly marred due to a bad roller 
that was on that machine while Mr. Bryant was 
here. J am enclosing a couple scraps of one card 
to show the extent of the disfigureation. It is a 
bad demonstration and many very desirable clients 
are looking at that board. The Managers of both 
the St. Francis and Palace are going to look at it. 
therefore, I think that we should remove all of 
those cards and replace them with a few new ones. 
I am enclosing a sheet of suggested copy for eight 
hew cards; will you kindly have them made up 
for me and send them as quickly as possible. The 
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present condition of that animator is really very 
bad. 
Sincerely yours, 
R. H. BERGEN 
RHB/s 
Ene. 


[Endorsed]: Filed 9/23/42. 


In this letter I made suggestions as to improve- 
ments that could be made upon the map but the 
map was never changed. In the next letter 


GOVERNMENT'S EXHIBIT No. 39 


R. H. Bergen YUkon 0820 
Manager 
Direct-U-Systems of Northern California 
Franchise Owner 
Divect-U-Systems 
105 Montgomery St. 
San Francisco, California 


February 13,1941 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

I have been at the Sir Francis Drake today and 
find that Mr. Starkey was compelled to force the 
door to the lower advertising space for use by the 
hotel. The lock is completely broken, and Mr. 
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Starkey requests that I ask you to send him at once 
a new lock and keys for that door. 

I am sure, Mr. Talbott, that neither you nor I 
wish to see anything cause any injury to the busi- 
ness in this territory. We both of us hope and 
expect to reach some agreement that is mutually 
satisfactory. 

Now the condition of the animator and display 
cards is certainly giving this business a black eye, 
and I entreat you to do something, and do it 
promptly, to eliminate the difficulty. Please get it 
fixed up so that it does not hurt the possibilities 
of a resale of this territory. 

Yours truly, 
R. H. BERGEN 
RHB/s 
(Cut) Our Direct-U-Systems direct buying dollars 
to vou and tell your message 


[Endorsed]: Filed 9/23/42. 


(Government’s Exhibit 39) which you show me 
I wrote to Mr. Talbott calling attention to defects 
in the machine at the Sir Francis Drake, and 
again in the letter under date of January 10, 1941 
made further complaint. I wrote Mr. Talbott 
again on January 27, 1941 (Government’s No. 41), 
containing in part the following ‘‘When T first un- 
dertook the Direct-U-Systems franchise I talked 
with you in Los Angeles, I told you that I had 
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been inactive for a year and a half following a 
long period of ill health, but that I felt that my 
health was again regained. However, I find the 
strain of this business, and the worries attendant 
upon it have played hob with me. I have been 
sick a good deal of the time since Christmas and, 
consequently, if I could get out entirely I would 
be glad to do so, even at some sacrifice of the 
original capital I put into it. What kind of propo- 
sition would you make to take it off my hands?”’ 
Sioned “Mr. Bergen.’ CTresp. 277.) 


JT never made any money out of this enterprise 
and I never got the return of any part of my 
$4,050. 

Cross Examination 
By Mr. Stoddard: 

I signed the agreement which you showed me 
dated November 6, 1940. 

(This agreement was received in evidence as 
Defendant’s Exhibit EE. Also two other agree- 
ments marked Exhibit FF and Exhibit GG.) [53] 


DEFENDANT'S EXHIBIT EE 
THIS AGREEMENT 


made and entered into this 6th day of November 
1940, by and between Direct-U-Systems, a California 
corporation with principal place of business at Los 
Angeles, California, herein termed ‘‘Lessor, and 
Ralph H. Bergen, with permanent address at 614 
McLaughlin Ave., Richmond, Calif., herein termed 
‘*Lessee’’, 
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Witnesseth: That in consideration of these prem- 
ises and the mutual promises of the parties, and of 
the consideration passing and to pass from each to 
the other, it 1s hereby agreed as follows: 

1. Lessor grants to Lessee exclusive license to 
use, operate and maintain Lessor’s so-called ‘‘ Direct- 
U-Systems’’ for a period of three years from date, 
in the following-described territory, being part of 
the State of California, U.S.A., to wit: 

San Francisco and San Mateo Counties, Cali- 
fornia. (Inclusive) 


2. It is agreed that the total number of Direct- 
U-Systems which Lessee may reasonably expect with 
due diligence to install and maintain within said 
territory is Three; but Lessor shall supply to Lessee 
all Direct-U-Systems Lessee may lease to install 
within the described territory hereunder; and if 
Lessee shall so lease and install Three Direct-U- 
Systems within the effective period hereof, then 
Lessee shall have the option to extend this Agree- 
ment in all its terms for an additional period of 
Fifty years. 

3. Lessor shall lease to Lessee, and Lessee shall 
take from Lessor, as personal property with title 
remaining in Lessor, certain Direct-U-Systems (with 
supplementary material) under the following terms: 

(a) For each Direct-U-System: a lease rental 
of seven hundred fifty dollars ($750.00) cover- 
ing the first year after delivery by Lessor, and 
a lease rental of two hundred fifty dollars 
($250.00) for each year thereafter. 
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(b) In addition to lease rentals, Lessee shall 
pay to Lessor a royalty of fifteen percentum 
(15%) of all moneys received by Lessee for 
use of space on Direct-U-Systems, and thereto 
shall transmit promptly to Lessor a copy of 
each agreement made concerning space on each 
Direct-U-System leased hereunder. 

(c) All said lease rentals, except as specified 
below, shall be due and payable thirty days 
after delivery by Lessor of the Direct-U-Systems 
concerned. All said royalties shall be due and 
payable upon receipt by Lessee of payment for 
space rented. 


4. Lessee hereby at this time leases from Lessor 
three (3) Direct-U-Systems, and Lessee hereby re- 
mits to Lessor the amount of Twenty two hundred 
fifty dollars ($2250.00) as payment complete of 
first year’s lease rental thereon. 

5. Lessor shall deliver Direct-U-Systems to 
Lessee at any City railway depot designated by 
Lessee, promptly after receiving full specifications 
and shipping instructions from Lessee. On all 
Direct-U-Systems installed hereunder, Lessor shall 
maintain, replace or repair as made necessary by 
damage or mechanical failure. 

6. Lessee shall have full use and advantage of 
all leases of locations for Direct-U-Syvstems secured 
in Lessee’s territory and shall pay the rentals on 
such locations as he utilizes. Lessor and its agents 
shall cooperate with and assist Lessee in Lessee’s 
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operations hereunder, including assistance in train- 
ing Lessee’s salesmen, and shall give and/or loan 
Lessee on request, sales promotion material as per 
list attached hereto. 

7. Lessee shall operate hereunder solely as a 
Lessee and independent contractor, and nothing shall 
be done or required hereunder which might consti- 
tute Lessee an agent or partner of Lessor, or by 
which Lessee may create any hability for Lessor 
not specified herein. This Agreement contains the 
full understanding between the parties, and no agent 
of Lessor is authorized to modify it, or to add other 
than reasonable items per Lessor’s instructions in 
spaces provided therefor. This agreement super- 
sedes and cancels all previous agreements ae OL 
the parties. 


In Witness Whereof the parties have affixed their 
signatures upon the day first written herein. . 
Lessor: DIRECT-U-SYSTEMS 
By ROLLAND R. BRYANT 
Lessee RALPH H. BERGEN 


Lessee 
ANTICIPATED INCOME AND EXPENSE 


First Year 
Breakdown on anticipated Income (gross and net) for the 
First Year, based on 20 Spaces Rented at the rate of 
$156.00 per year for each space. 
Income: 20 rented spaces at $156.00 per 
eee ce a bceecnnes-vosidtensstlne. $3,120.00 
Expenditures by Franchise Operator: 
Lease rental to Lessor..................-.-..:0-0.-- $ 750.00 
Location lease (Max. 10%) Average 
= 0) ea I 312.00 


152 Norman H. Marshall vs. 


(Testimony of Ralph H. Bergen.) 
Selling Expense—should not exceed 20% 624.00 


Sales Manager (if desired) 5%............ 156.00 
Royalty to Lessor: 15%.........-...--s00-c-+-- 468.00 
Estimated total expenditures.......... $2,310.00 


Net Profit to Franchise Operator, each 
WAPSUEUPAION 22222355. cases re eco ec 810.00 


Lessee acting as his own Sales Man- 
ager earning INCrease............--------------- 156.00 


Net Profit when Sales Manager is 


reliivgaudevehi=)6 amas... ae an oe ee $ 966.00 
Second—And Each Following—Year 
Hacomes: as abo vies er .c ss. oc cece sense es $3,120.00 
Expenditures 
Lease rental to Lessor (Reduced from 
EOI) coco occ Scsedasetecnesceses $ 250.00 
Location Lease (Maximum: 10%)........ 312.00 
Selling Expense—should not exceed 
ONO En 624.00 
Sales Manager (if desired) 5%............ 156.00 
Royalty to lessor: 199g 2.22..2.2--22--s--2--2-0- 468.00 
Estimated total expenditures.......... $1,810.00 


Net Profit to Franchise Operator, each 
MENS tA LATION: ....-2:c2..0eseeeeese eee eee $1,310.00 


Lessee acting as his own Sales Manager 
earnings Increase 2... 2.2. 156.00 


Net Profit when Sales Manager ‘is 


MMIC oon. :.cscc eee see $1,466.00 
96 9G 9 2 
Hight installations First: Years.................. 2 $ 7,728.00 
Hight installations Second Year and Each Suc- 
eccdine Year . .........<ci. eee $11,728.00 


D-17 
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EQUIPMENT 


Direct-U-Systems will loan to Franchise Operator 
the following equipment: 

1. 3 Electrical Demonstration Cabinets 

2. 3 Illustrated Presentation Books, (Zipper 
Cases) (Complete) 

3. 6 Selling Suggestion Circulars (D-15) 

Furnished Free: Up to— 

4, 200 sets Advertisers’ Service Agreements Im- 
printed (quadruplicate) (D-9) 

5. Hotel Lease Forms (Triplicate) (D-6) 

6. Hotel Room Reminder Cards (as needed) 
(shipped with each installation) (D-10) 

7. 200 Advertisers’ Map Location Charts (D-5) 

8. 200 Letterheads—Imprinted with name of 
Franchise Operator (D-11) 

9. 200 Envelopes—Imprinted with name of Fran- 
chise Operator (D-12) 

10. 200—Announcement or preparatory letters 
and envelopes multigraplhed on above, filled in and 
addressed with names and addresses of Franchise 
Operator’s prospects, from list furnished by him, 
with 2¢ stamps attached, shipped to Franchise 
Operator for his signature and mailing prior to 
Salesman’s contact. (D-13) 

Jl. 250 Folders—To include in the advance let- 


ters. (J)-14) 
12. 500 Business Cards 
D-18 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT FF 
THIS AGREEMENT 


made and entered into this 12th day of November 
1940, by and between Direct-U-Systems, a California 
corporation with principal place of business at Los 
Angeles, California, herein termed *‘‘Lessor, and 
Ralph H. Bergen, with permanent address at 614 
Me Laughlin Ave., Richmond, Calif., herein termed 
‘*Lessee’’, 

Witnesseth: That in consideration of these prem- 
ises and the mutual promises of the parties, and of 
the consideration passing and to pass from each to 
the other, it is hereby agreed as follows: 

1. Lessor grants to Lessee exelusive license to 
use, operate and maintain Lessor’s so-called ‘‘ Direct- 
U-Systems”’ for a period of three years from date, 
in the following-described territory, being part of 
the State of California, U.S.A., to wit: 

All of that part of the state of California 
North of a line drawn West to East twenty five, 
(25) miles South of Santa Maria, California. 
And to include Bakersfield, California. 


2. It is agreed that the total number of Direct- 
U-Systems which Lessee may reasonably expect with 
due diligence to install and maintain within said 
territory is Five (5); but Lessor shall supply to 
Lessee all Direct-U-Systems Lessee may lease to 
install within the described territory hereunder; and 
if Lessee shall so lease and install Five (5) Direct- 
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U-Systems within the effective period hereof, then 
Lessee shall have the option to extend this Agree- 
ment in all its terms for an additional period of 
Fifty years. 
3. Lessor shall lease to Lessee, and Lessee shall 
take from Lessor, as personal property with title 
remaining in Lessor, certain Direct-U-Systems (with 
supplementary material) under the following terrhs: 

(a) Foreach Direct-U-System: a lease rental 
of seven hundred fifty dollars ($750.00) cover- 
ing the first year after delivery by Lessor, ‘and 
a lease rental of two hundred fifty dollars 
($250.00) for each year thereafter. 

(b) In addition to lease rentals, Lessee shall 
pay to Lessor a royalty of fifteen percentum 
(15%) of all moneys received by Lessee for 
use of space on Direct-U-Systems, and thereto 
shall transmit promptly to Lessor a copy of 
each agreement made concerning space on each 
Direct-U-System leased hereunder. 

(c) All said lease rentals, except as specified 
below, shall be due and payable thirty days after 
delivery by Lessor of the Direct-U-Systems con- 
cerned. All said royalties shall be due and 
payable upon receipt by Lessee of payment for 
space rented. 


4. Lessee hereby at this time leases from Lessor 
five (5) Direct-U-Systems, and Lessee hereby remits 
to Lessor the amount of Thirty seven hundred fifty 
dollars ($3750.00) as payment complete of first 
year’s lease rental thereon. 
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5. Lessor shall deliver Direct-U-Systems to 
Lessee at any City railway depot designated by 
Lessee, promptly after receiving full specifications 
and shipping instructions from Lessee. On all 
Direct-U-Systems installed hereunder, Lessor shall 
maintain, replace or repair as made necessary by 
damage or mechanical failure. 

6. Lessee shall have full use and advantage of 
all leases of locations for Direct-U-Systems secured 
in Lessee’s territory and shall pay the rentals on 
such locations as he utilizes. Lessor and its agents 
shall cooperate with and assist Lessee in Lessee’s 
operations hereunder, including assistance in train- 
ing Lessee’s salesmen, and shall give and/or loan 
Lessee on request, sales promotion material as per 
list attached hereto. 

7. Lessee shall operate hereunder solely as a 
Lessee and independent contractor, and nothing shall 
be done or required hereunder which might con- 
stitute Lessee an agent or partner of Lessor, or by 
which Lessee may create any liability for Lessor 
not specified herein. This Agreement contains the 
full understanding between the parties, and no agent 
of Lessor is authorized to modify it, or to add other 
than reasonable items per Lessor’s instructions in 
spaces provided therefor. This agreement supersedes 
and cancels all previous agreements between the 
parties. 
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In Witness Whereof the parties have affixed their 
signatures upon the day first written herein. 
Lessor: DIRECT-U-SYSTEMS 
By ROLLAND R. BRYANT 


Lessee RALPH H. BERGEN 
Lessee 
ANTICIPATED INCOME AND EXPENSE 
First Year 
Breakdown on anticipated Income (gross and net) for the 
First Year, based on 20 Spaces Rented at the rate of 
$156.00 per year for each space. 
Income: 20 rented spaces at $156.00 per 
sce: nnn $3,120.00 
| Expenditures by Franchise Operator: 
| ease rental to Lessor....................----.----- $ 750.00 
Loeation lease (Max. 10%) Average 
a U0 32 312.00 
Selling Expense—should not exceed 20% 624.00 
Sales Manager (if desired) 5%............ 156.00 
Royalty to Lessor: 15%.....-...-..---:--.0+---+ 468.00 
| Estimated total expenditures.......... $2,310.00 
| Net Profit to Franchise Operator, each 
ool ee ni ze 810.00 
| Lessee acting as his own Sales Man- 
ager earning increase..................0-.0-0+ 156.00 
Net Profit when Sales Manager is P 
OS | $ 966.00 
Second—And Each Following—Year 
BORIC: AG DUOVE.............00.-sc-cccccsccecesccceceecseeeee $3,120.00 
Expenditures 
| Lease rental to Lessor (Reduced from 
OO $ 250.00 


| 
| 


Location Lease (Maximum: 10%)........ 312.00 
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Selling Expense—should not execed 


PGs cme... ene..- See me 624.00 

Sales Manager (if desired) 5%............ 156.00 

Roya to Lessor: 19%... 468.00 
Estimated total expenditures.......... $1,810.00 


Net Profit to Franchise Operator, each 
DS Gai 2.6) $1,310.00 


Lessee acting as his own Sales Manager 
@MTNINGS INETCOSe --......-.2<.<-20<c-<0--89 ae 156.00 


Net Profit when Sales Manager is 


SUV CeN Geni (676 MIM. pein Tee eee ase $1,466.00 
EEK E 
Fieht installations First Year::...........<002...2-2 $ 7,728.00 
Eight installations Second Year and Eaeh Sue- 
GCN, PEC oct c wcdes ease ae cee cnnsai casein ee $11,728.00 
D-17 
EQUIPMENT 


Direct-U-S¢stems will loan to Franchise Operator 
the following equipment: 
1. 3 Electrical Demonstration Cabinets 
2. 3 Mlustrated Presentation Books, (4ipper 
Cases) (Complete) 

3. 6 Selling Suggestion Circulars (D-15) 

Furnished Free: Up to— 

4. 200 sets Advertisers’ Service Agreements Im- 
printed (quadruplicate) (D-9) 

5. Ilotel Lease Forms (Triplicate) (D-6) 

6. Hotel Room Reminder Cards (as needed) 
(shipped with each installation) (D-10) 

7. 200 Advertisers’ Map Location Charts (D-5) 
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8. 200 Letterheads—Imprinted with name of 
Franchise Operator (D-11) 
9, 200 Envelopes—Imprinted with name of Fran- 

chise Operator (D-12) 

10. 200—Announcement or preparatory letters - 
and envelopes multigraphed on above, filled in and 
addressed with names and addresses of Franchise 
Operator’s prospects, from list furnished by him, 
with 2¢ stamps attached, shipped to Franchise 
Operator for his signature and mailing prior to 
Salesman’s contact. (D-13) 

11. 250 Folders—To include in the advance let- 


ters. (D-14) 
12. 500 Business Cards. 
D-18 


[Endorsed]: Filed 9/23/42. 


DEFENDANT’S EXHIBIT GG 
THIS AGREEMENT 


made and entered into this 8th day of November, 
1940, by and between Direct-U-Systems, a California 
corporation with principal place of business at Los 
Angeles, California, herein termed ‘‘Lessor’’, and 
Ralph H. Bergen with permanent address at 614. 
McLaughlin Avenue, Richmond, California, herein 
termed ‘‘ Lessee’’, 


Witnesseth: That in consideration of these prem- 
ises and the mutual promises of the parties, and of 
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the consideration passing and to pass from each to 
the other, it is hereby agreed as follows: 

1. Lessor grants to Lessee exclusive license to 
use, operate and maintain Lessor’s so-called ‘* Direct- 
U-Displays”’ for a period of three years from date, 
in the following described territory, being part of 
the State of California, U. S. A., to-wit: 

San Francisco, San Mateo, Alameda, and 
Contra Costa Counties. 


2. It is agreed that the total number of Direct- 
U-Displays which Lessee may reasonably expect 
with due diligence to install and maintain within said 
territory is Ten; but Lessor shall supply to Lessee 
all Direct-U-Displays Lessee may lease to install 
within the described territory hereunder; and if 
Lessee shall so lease and install Ten Direct-U-Dis- 
plays within the effective period hereof, then Lessee 
shall have the option to extend this Agreement in 
all its terms for an additional period of Ten years. 

3. Lessor shall lease to Lessee, and Lessee shall 
take from Lessor, as personal property with title 
remaining in Lessor, certain Direct-U-Displays (with 
supplementary material) under the following terms: 

(a) For each Direct-U-Display: a lease 
vental of Three hundred dollars ($300.00) 
covering the first vear after delivery by Lessor, 
and a lease rental of two hundred dollars 
($200.00) for the second year, and one hundred 
dollars ($100.00) for the third year and each sue- 
ceeding year. 
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4, lessee hereby at this time leases from Lessor 
Five (5) Direct-U-Displays, and Lessee hereby re- 
mits to Lessor the amount of Three Hundred dollars 
($300.00) as payment complete of first year’s lease 
rental on the first display. 

5.- Lessor shall deliver Direct-U-Displays to 
Lessee at any City railway depot designated by 
Lessee, promptly after receiving full specifications 
and shipping instructions from Lessee. 

6. Lessee shall have full use and advantage of 
all leases of locations for Direct-U-Displays secured 
in Lessee’s territory and shall pay the rentals on 
such locations as he utilizes. Lessor and its agents 
shall cooperate with and assist Lessee in Lessee’s 
operations hereunder, including assistance in train- 
ing Lessee’s salesmen, and. shall give and/or loan 
Lessee on request, sales promotion material as per 
list attached hereto. : 

7. Lessee shall operate hereunder solely as a 
Lessee and independent contractor, and nothing shall 
be done or required hereunder which might con- 
stitute Lessee an agent or partner of Lessor, or by 
which Lessee may create any liability for Lessor 
not specified herein. This Agreement contains the 
full understanding between the parties, and no 
agent of Lessor is authorized to modify it, or to 
add other than reasonable items per Lessor’s instruc- 
tions, in spaces provided therefor. This Agreement 
Supersedes and cancels all previous agreements be- 
tween the parties. 
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Tn Witness Whereof the parties have affixed their 
signatures upon the day first written herein. 
Lessor: DIRECT-U-SYSTEMS 
By ROLLAND R. BRYANT 
Lessee RALPH H. BERGEN 


[Endorsed]: Filed 9/23/42. 


These latter agreements extended the territory 
which I was to have but I did not intend after I 
started on the business to sell it to anybody else. 
IT never tried to develop any territory except the 
San Francisco territory. It is true (P. 284) that I 
sued the Direct-U-Systems for $31,000 and that suit 
is now pending. It is true that I signed a state- 
ment that the Direct-U-Systems had done every- 
thiug they agreed to do. I signed Exhibits JJ, KK, 
LL, MM, NN, and OO. 


Umted States of America 163 


(Testimony of Ralph H. Bergen.) 
DEFENDANT’S EXHIBIT JJ 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


Dec. 24, 1940. 
Mr. C. W. -Talbott, Pres., 
Direct-U-Systems, 
7225 Beverly Blvd., 
Los Angeles, Calif. 


Dear Mr. Talbott: 

Thank you for your letter of the 23rd. I received 
the listing cards but have not received the busiticss 
cards nor the animator cards. They will probably be 
along in a day or or two. 

With reference to the map, I have already sent 
you my recommendation. I appreciate that it would 
be well to show the Embarcadero, if possible. You 
will note I have not cut it all off. In fact, mv ma- 
jor criticism of the map that is now on the Sir 
Francis Drake board is that it does not show Fish- 
erman’s Wharf, and the North Beach section. Mv 
Suggested mav does show that and a portion of the 
Embarcadero adjacent to it. With your greater 
experience in preparing the maps, if you see how 
we could show the Embarcadero around to the Ferry 
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Building, and still be able to show a strip of the 
ocean beach section, that would be fine. Perhaps 
that could be done in any one of three ways, namely: 

(1) Reduee the width of the ocean beach strip 
I suggested. 

(2) Reduce the space I allowed between the two 
sections of the map. 

(3) Draw the whole thing to slightly smaller 
seale. 

You have my ideas; I want to show mainly the 
north of Market Street district inclusive of Fish- 
erman’s Wharf, eliminating most of the South of 
Market, including only enough of it to be able to 
show directional arrows to the bay bridge ap- 
proaches, peninsula highways, etc. I want to show 
a narrow strip of the ocean beach in order to locate 
such spots as the Cliff House, Sutro Baths, Rob- 
ert’s at the Beach, ete.; and finally, I want to show 
as much of the Embarcadero from Fisherman’s 
Wharf to the Ferry Building, as I can consistent 
with the first two requirements. Please do your 
best to accomplish these results as far as possible. 
T leave it in vour hands. 

I received a Christmas card from Mr. Bryant 
mailed in Los Angeles. I did not know where he 
was, but if he is still there, will you please extend 
to him and Mrs. Bryant the best wishes of Mrs. 
Bergen and myself for the Christmas season, and 
tell him I certainly hope he gets back up this way 
before leaving the coast. I would like to talk to 
him. 
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Thank you for the efforts of your organization 
concerning T.W.A. and others. 

Yes, I am fully expecting to make real progress 
immediately after the holidays. I feel that the re- 
ception we have had to our solicitations has been 
all that could be expected at this time of year 
and that we have a nice backlog of business that 
will crack soon. 

J trust you had a very Merry Christmas, and that 
the New Year will be good to you. 

Very truly yours, 
R. H. BERGEN. 
Ralph H. Bergen. 
DIRECT-U-SYSTEMS. 
RHB/S 
(Cut) 


Our Direct-U-Systems Direct Buying Dailars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT KK 


i. ti, Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


December 20, 1940. 
Mir Co W. Palbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Myr. Talbott: 

A day or two ago I asked you to make up for 
me eight 8 by 10 cards to replace the unsightly 
ones that are now in the animator at the Sir Fran- 
cis Drake. I would appreciate it if you would 
also have two more made up to advertise my 
own business, worded as below. 

Divect-U-Systems 
of Northern California 
R. H. Bergen Telephone 
Manager Yukon 0820 
This electric directory 
is operated by this Hotel 
cooperating with 
Direct-U-Systems 
of Northern California 
for the convenience of 
its guests. 
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Early in the month I requested that the Los 
Angeles office follow up three prospects for us who 
recommended that we see their Los Angeles con- 
nections, namely, Earl ©. Anthony, T.W.A. and 
Hertz Drive-Ur-Self. We have not as yet received 
any final communication concerning them and we 
are wondering if it would be wise to contact them 
again. 

Yesterday I replied to your letter concerning a 
new map for the Sir Francis Drake board in which 
I suggested showing a portion of the Beach Sec- 
tion of San Francisco. I am enclosing a map in 
which I have marked out those sections which IL 
would like to have shown. With your greater ex- 
perience in drawing these maps you may have some 
suggestions for improvement which I would be 
very glad to hear. 

With best wishes, I am 

Sincerely yours, 
i ES Béreerr 
RHB/s 


A Merry Christmas to you, Mr. Marshall, and 
all the organization.—R. H. B. 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DELFENDANT’S EXHIBIT LL 


ia bersen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


December 18, 1940. 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear My. Talbott: 

I am just in receipt of your letter of December 
17th, for which I am very thankful. I am glad to 
note that vou are agreeable to changing the map 
on the Sir Francis Drake board. I would sug- 
gest, however, that vou do not start work on it 1m- 
mediately. T believe that the same map ean be used 
for all of the hotels in San Francisco, and if so, 
we want to be very sure it is right. 

It mav be desirable to reduce somewhat the area 
that I showed as desirable on the map I sent to 
vou by cutting off the Embarcadero, and then show- 
ing on the opposite side of the map on a reduced 
seale a narrow strip of the San Francisco Beach 
area, as there are a number of spots of interest out 
that way. Jf vou will advise me if that is possible 
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I will then, perhaps as carefully as possible, show 
the precise areas that I wish to have shown. 
With kindest personal regards, I am 
Sincerely yours, 
R. H. BERGEN. 
RHB/s 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 


DEFENDANT’S EXHIBIT MM 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner | 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


December 10, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbot: 
I am just in receipt of your letter of the 9th an- 
swering mine of the 7th, and I want to thank vou 


170 Norman H. Marshall vs. 


(Testimony of Ralph H. Bergen.) 
very much for it. Your letter sets at rest all the dis- 
turbance of mind caused by Mr. Belling. 

IT am also glad to note your comments about the 
contacts made with T.W.A. and Ear] C. Anthony. 
We shall wait anxiously for further word on them. 
There is one more such request that has been made 
of us. That is by the Hertz Driv Ur Self. Will 
you please have some one contact them with refer- 
ence to placing their name on the Sir Francis 
Drake board. 

We have at last broken the ice and sold one space 
on the Drake board with prospect of the same party 
taking space on two other boards, when and if. 

Thank you again for your good letter. 

With kindest regards, 
R. H. BERGEN. 
RHB/s. 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT NN 
R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


November 27, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Attention Mr. Marshall 
Dear Mr. Marshall: 

Mr. Waldear has this date called on Ear] C. An- 
thony, Packard dealers for this city, and found 
their reaction to be most favorable but they are not 
authorized to make any commitments without the 
approval of the Los Angeles office. 

Will you please have one of our representatives 
call on Mr. Colin Reynolds of the Earl C. Anthony 
Company in Los Angeles at an early date to secure 
the necessary approval. 

Yours verv truly, 
R. H. BERGEN. 
RHB/s 
(Cut) 
Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT OO 


Rk. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direet-U-Systems 

105 Montgomery St. 
San Francisco, California 


November 30, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Attention: Mr. Marshall 


Dear Mr. Marshall: 

Thank you very much for your letter of No- 
vember 29th. 

I note that you have written to the managements 
of the St. Francis and Palaee Hotels. You stated 
copies of those letters would be included with yours 
of the 29th, but they were not. Will vou kindly 
forward to me copies of those letters ? 

Yesterday I received the sheets of statisties on 
the Sir Francis Drake Hotel. When IT telephoned 
to your office earlier this week, I.did so and re- 
versed the charges because [ felt that an error had 
been made for the El] Cortez Hotel. Since receiving 
these figures for the Sir Francis Drake, T still can 
not believe either set of figures is correct. Perhaps 
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I do not understand how they are compiled and if 
so an explanation would assist me. My reason for 
believing that they are in error is this: the Sir 
Francis Drake Hotel has 600 rooms and the figures 
show 448,000 person days for that hotel, 448,000 
divided by 600 and that divided by 365, gives 2.05 
persons per room per day, 365 days per vear 100% 
occupancy. The El Cortez Hotel has 325 rooms. 
The figures for this hotel show 260,062 person days, 
this figure divided by 325 and again by 365 gives 
2.2 persons per room, 365 davs per year, 100% oc- 
cupancy. These figures are obviously impossible. 
So again I would say if I misunderstood these fig- 
ures, please correct me. 

J note with satisfaction that you are sending to 
me an additional supply of the small photographs 
to be used on prospect letters. Unfortunately If 
found after Mr. Brvant had left, the list which he 
made up from the Classified telephone directory in- 
eluded many names which are of no value. Some 
of them are 6th and 7th floor small shops and 
others are too far away from the Sir Francis Drake 
to be of any value. 

I note you commented in regard to the method 
of handling the Sir Francis Drake Board. That is 
all right if the electrician at that hotel is compe- 
tent to make the necessarv installations. We have 
contacted him and find that he is a man who stut- 
ters very badly and quite slow mentally and he also 
elaims that the company owes him $5 for replace- 
ment of lights which he has already done. Of course 
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I know nothing of the arrangements that have been 
made with this man and consequently I am not in 
a position to even discuss it with this man. 

You have misunderstood my question in regard 
to liability. My question was this; if a guest of the 
hotel should make use of the board and be directed, 
we will say for illustration, to a beauty parlor and 
at that beauty parlor this guest had her hair ruined 
by aecident, could that guest bring suit for damages 
against either the Franchise Owner or the Com- 
pany? 

We will follow vour suggestion in regard to the 
advertising agency for Dean Witter Monday morn- 
Ing. 

Our experience in our first week of solicitation 
has been mixed. Most every high-grade place of 
business that we have contacted has given us atten- 
tion and they have been interested. Our letter has 
served its purpose well and has not been thrown 
in the waste basket. However, we have not as yet 
secured a single contract. We find for one thing 
that most business houses state positively that they 
cannot do anything until after the Ist of the year. 
They are either too busy with the Christmas sea- 
son approaching or their budgests for this year 
have been used up. 

T am also finding that one of the salesmen whom 
Mr. Bryant and I selected is proving to be ‘‘no 
good’’, he has had wide contact in the past in ad- 
vertising work with all of the ‘‘night spots’’ and 
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eating places in San Francisco. I am afraid that 
this contact has been too close, at any rate, he has 
not reported in here this week, and while I have 
been able to get him on the telephone a couple of 
times, I have received no satisfaction from him. 
I refer to Mr. Burdge, I think I am going to have 
to get rid of him. 

We have a number of prospects who have asked 
us to call back next week and we hope for more 
positive results by a week from now. 

With kindest personal regards, I am 

Yours very truly, 
R. H. BERGEN. 
RHB/s 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 


The Court: 
‘Do you wish to read any portion of these to the 
jurv?”’ 


Mr. Stoddard: 
““Not at this time.”’ 
(P3292) 


The only two defendants I had anv dealings with 
were Mr. Marshall and Mr. Talbott. 
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ealled as a witness on behalf of the Government 
testified as follows: 


I reside in Oakland, California and was living 
there in July, 1938, and there I met the defendant 
Martinus. He explained the Direct-U-Systems cabi- 
net. to me. (P. 297) He referred to installations in 
different hotels. (p. 298). And said if I had ten 
advertising boards I ought to clear $7,000 here. The 
territory around San Francisco was discussed as my 
territory. I gave them $1500 all of which in 1939 
I got back. When I got my eabinet for the Plaza 
Hotel in San Franeiseo it was top heavy and there 
were other mechanical imperfections and I did not 
try to get any other cabinets after that. (p. 303). 
The defendant Martinus told me the equipment 
would function properly. He told me he thought 
everything was satisfactory and he felt it would he 
a good investment. Although the Board I had was 
unsatisfactory (p. 309) I did not demand another 
board. Just demanded my monev back and eventu- 
ally got it. [54] 


KE. NW. SCHUTT 


ealled as a witness on behalf of the Government 
testified as follows: 


T reside in Cleveland, Ohio, and after reading an 
ad appearing in the paper was contacted by a man 
named Morgan and offered a position of resident 
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manager in a business with profits from $6500 up 
and an investment of $1500 fully secured. He had 
a demonstrator cabinet with him and he told me pat- 
ents were pending and I gave him a certified check 
for $1500. Although I discovered there had been 
a somewhat similar machine called the Robot Mat 
Company, Mr. Morgan and I learned of this com- 
pany through the Better Business Bureau. (TY. p. 
316) I was told by Mr. Morgan that it was then 
out of business. I had an agreement (Government’s 
Exhibit 44) part of which read: 

‘‘Lessor shall cooperate and assist lessee in 
securing five location leases; hire and train 
salesmen and render all additional assistance 
practicable. ’’ 


I went around with Mr. Morgan trying to get 
leases in various hotels but we didn’t get any. He 
finally got one on the New Amsterdam Hotel but 
I told him that would not be of anv value because 
it was a residential hotel. He got some leases but 
they were not of much value. (P. 321.) Prior to 
the time I gave Mr. Morgan the $1500, he had told 
me that the company was thoroughly reliable and 
could mect all obligations and had been doing busi- 
Mess for a lone time. (I'v. p. 328.) Mz. Morgan 
said the company was thoroughly reliable and TI. be- 
lheved the representations that he made. I did not 
sell any advertisements but I tried for only a week. 
I wrote a letter to the company (Exhibit 46) com- 
plaining about mv difficulties. (p. 325) 
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‘“You don’t seem to get the picture here at all. In 
the first place when we were discussing the possi- 
bility of my taking over this [55] franchise you 
painted the picture to both Mrs. Schutt and myself 
that this was something entirely new, that while pos- 
sibly later on, a year or so, competition might enter 
the field, yet at the present time there was nothing 
like it on the market. If that would have been true 
then the proposition would have been a good one, 
beeause I would have been able to have gotten a foot- 
hold with this particular medium of advertising, but 
instead of this being so a foothold has already been 
established by this other companiy. 

“You say that that is their worry, not mine, as 
the Direct-U-Systems will prosecute any infringec- 
ments on the patents. I am afraid you haven’t vis- 
ualized the setup here. Just supposing that the Di- 
rect-U-Systems are ready and willing to prosecute 
any infringements. That would take a long time go- 
ing through the courts and in the meantime do you 
suppose any hotel or merchant is going to be in- 
volved in anything that is being tied up in litiga- 
tion. Furthermore the present owner of the fran- 
chise for eastern Ohio with Robot Map Service Co. 
has on hand hotel leases with four or five of the 
downtown hotels. It doesn’t matter that the lease 
isn’t an exclusive one. The hotels will not enter into 
any other agreement while still being tied up with 
some other company. You found that to be true with 
Mr. Riley at the Allerton. I have since talked with 
Mr. Riley and he says that they would not do any- 
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thing until released from the contract they are now 
holding and the man here who holds the lease from 
[56] the Allerton absolutely refuses to give up this 
lease. In other words, regardless of who really holds 
the patents on the board and who is right, we are 
definitely tied up as far as getting worth while hotel 
leases. 

‘‘ After the salesman had been in my office and had 
told me about this other company and after you had 
arrived in Cleveland and I had asked you about it, 
you gave me the impression that there had been such 
a company but that they had gone out of business 
some time ago, at least a year or more ago. As a mat- 
ter of fact I find that the man here signed up for his 
franchise last October just a month before I signed 
up and that the Allerton lease was as of November 
1939 and not November 1938. 

‘‘Ror your information let me explain that the 
man who holds the other lease and his attorney did 
not get in touch with me in a belligerent manner at 
all. Better Business sent him up here to see me and 
he came to see what it was all about and how come. 
Every time J tock up the matter with you it seemed to 
me that you were somewhat evasive and to this day 
I don’t know the real setup. You tell me that Direct- 
U-Systems contro] all the patents and yet if this is 
so how is it that another company can be out on the 
road at this time selling the identical same thing ?”’ 


I received an answer. (Plaintiff’s Exhibit 47) 
‘“‘We are at a loss to understand why you should 
let the Robot or any other competitor make you feel 
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that you have no chance, for there is no question 
that our equipment is superior in many ways, and 
[57] we have advantages and features that none 
other have. 

‘Apparently the franchise operator for the Ro- 
bot has made a complete failure and realizes that 
you are able to become real competition to him and 
do a job that he has apparently failed to make good 
on, and this is the reason that he has been attempt- 
ing to discourage you. 

‘‘As we wired you and wrote you, if anyone in- 
terferes with your operations or attempts to embar- 
rass you to the extent that it is detrimental to your 
operations, we feel that you would be within our 
rights to assure them that they had better be able 
to take care of a substantial damage suit, for this 
is most certainly what would be brought about. 

‘“You have a lease on the New Amsterdam and we 
would suggest that you complete the selling on this 
cabinet first, before worrying about leases on other 
hotels, for as we have advised you, you will have no 
difficulty in getting all the leases that vou want after 
you have shown the hotel men that you can and will 
put it over. 

(Skipping) ‘‘As far as competition, we know 
that competition is the life of business and you most 
eertainly should not let this get you down, as we are 
at the present time building an installation which 
goes into Washington. The franchise operator there 
ran into a competitive operation, with the natural 
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result that after the competitor’s salesmen viewed 
our equipment, they immediately made application 
to go to work for the Direct-U- [58] Systems’ rep- 
resentatives, and very freely stated that our service 
offered more than they were able to give, and conse- 
quently they were interested in making this change. 
(Skipping) Page 3. ‘‘You can readily appreci- 
ate that when they secure on such hotels as the De- 
troit Leland and the Fort Shelby Hotel, which have 
an unusually high standard among hotels, that the 
hotels in Cleveland will very rapidly fall into line. 
We would strongly suggest that you proceed with 
the New Amsterdam and by the time you have it 
completed, you will find that your trouble making 
eompetitor has died the death that usually occurs to 
men who are interested in creating trouble instead 
of proceeding with their work.”’ 


I wrote the following letter you show me under 
date of February 7, 1940 (Defendant’s Exhibit 48) 
‘‘Attention Mr. C. W. Talbott: 

‘“‘Vour letter of January 30th, and my letter of 
the same date crossed in the mails. I have been wait- 
ing each day expecting a reply to my letter, but up 
to the present time 1 have not received any. 

‘fT was particularly anxious to receive from you a 
definite detailed report as to affiliations, if any, be- 
tween Direct-U-Systems, National Directory 
Systems and Robot Map Service. Also whether or 
not Robot Map Service was still in existence, and if 
not, who had taken them over. Also how two com- 
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panies from the same city could be operating practi- 
cally the same type of board. [59] 

‘“T am now making a formal request that you 
re-purchase from me my present franchise at fif- 
teen hundred dollars. I contend that in the first 
place the matter was misrepresented to me in the 
presence of witnesses in stating that this board 
was absolutely a new thing in this part of the 
country, that there was not nor had there been 
before, anything lke it. I contend further that 
your representative, Mr. Morgan, by not secur- 
ing the five hotel leases as promised verbally in 
the presence of witnesses, including my attorney, 
and also specifying the same in my contract, broke 
the contract, and, therefore, as the representative 
of Direct-U-Systems legally voided the contract, 
as far as Direct-U-Systems is concerned, and if I 
choose to hold that interpretation. 

‘In your letter of January 30th in Paragraph 8 
you say that you did not agree to any specific num- 
ber of hotels, and suggest that I re-read my con- 
tract. May I suggest that you re-read the copy 
of my contract which does specifically number five 
hotel leases, and was included in the contract in 
the presence of Mr. Morgan, my attorney and 
myself. Mr. Morgan did not secure these speci- 
fied leases.”’ 

Signed E. M. SCHUTT. 


In reply to this letter I received the letter you 
show me (Government’s Exhibit 49), as follows: 
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‘‘We are extremely sorry that you are having 
so much difficulty in getting started, and we feel 
that you are letting some implications get you un- 
duly worried. As far as anyone having identical 
equip- [60] ment to ours, including the rotating 
machine, we would appreciate your sending us the 
information on to us as we have never run into 
it. It is possible, of course, for someone to repro- 
duce an electric directory, but they are not com- 
parable in the value that is rendered to the mer- 
ehant. We have run into definite cases where the 
Salesman of the competitor wanted to quit and 
work on our proposition because they could see 
the many advantages.”’ 


Skipping. 

‘‘In reference to the National Directories Sys- 
tem, we have very carefully investigated their con- 
nection with the Robot Map Service, and the presi- 
dent of the Robot Map secured the control of the 
National Directory System a couple of years ago. 
We know that they are constantly being tied in 
with lawsuits on the National Directories setup, 
and that they are one and the same company. 
Of course, we have no information as to the truth 
of these assertions, and there is no way we can 
secure this information for you. 

‘“We did have some information a month or 
so ago that the salesman of the Robot Company 
had quit, and they were ready to fold up; but 
again, we are not in a position to substantiate these. 
facts other than we can say it is hearsay. 


184 Norman HI. Marshall vs. 


(Testimony of E. M. Schutt.) 

“The Direct-U-Systems, nor any of its officers, 
have any connection with the National Directories 
or the Robot Map Service. 

‘‘Several years ago the writer did have a finan- 
cial interest in the National Directories, but [61] 
sold all of his holdings in March, 1938, to Mr. 
Young, who is the president of the Robot Map 
Service. 

‘‘Outside of this, there is no other information 
we ¢an give you with the exception that the Direct- 
U-Svstems has exclusive features that no other 
eompany has, and also that the company operates 
on an extremely ethical basis.”’ 

Signed DIRECT-U-SYSTEMS, 
By C. W. TALBOTT. 


I wrote the letter yon show me (Defendant’s Ex- 
hibit 50) dated February 14, 1940 to Myr. Talbott 
where I accused the company of definite misrepre- 
sentations (P. 336, 339) and requested the return 
of my $1500. JI never got any return of my money 
but I did go to Califorma to the office of the 
Company and told them who I was and Mr. Talbott 
came in and he mtroduced me to a Mr. Painter 
whom I now recognize as Mr. Marshall. (P. 342) 
Mr. Talbott said it was apparent Mr. Marshall had 
misrepresented things to us and that he was not 
authorized to do this but that they would arrange 
to repay our $1500 as soon as the Board met, so 
we went on back and Mr. Talbott said to me he 
wonld give me his word of honor that it would 
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be settled to my satisfaction in thirty days but 
T never got any money back at all. 


Cross Examination 
By Mr. Stoddard: 

Mz. Morgan told me there were other installa- 
tions of the Direct-U-Systems throughout the 
country but that there were none in Cleveland and 
IT never did learn that there had been any other 
installations by any other company in Cleveland. 
The only effort I made toward selling any adver- 
tising was in connection with the New Amsterdam 
Hotel. When the contract was drawn up I went 
to my attorney. (P. 352) The reason I didn’t go 
any further in securing loca- [62] tions was that I 
was called up by an attorney who represented the 
Robot people and told me not to go any further. 
Some time elapsed in correspondence trying to find 
out, because it was represented to me there was 
nothing of its kind on the market, and I wanted 
it straightened out, and then I got some very eva- 
sive letters and answers, and then I finally de- 
manded my money. (Tr. p. 355, lines 10 to 14.) 
It is true that the Direct-U-Systems offered me an 
agreement to let someone else take over my terri- 
tory but I never went ahead with that for the rea- 
son that it was too indefinite. It was if and when: 
if thev were able to sell the contract and when the 
machines did any business. (Tr. p. 357, lines 3 to 
6.) 
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called as a witness on behalf of the Government, 
testified as follows: 


I live in Oakland and saw an ad in the paper 
concerning the Direect-U-Systems and received a 
eall from Mr. Martinez who wanted to know what 
my business experience had been and I told him 
I had been in the shoe business all my life and was 
looking for a connection and he said I was the 
right man for their company as they wanted a 
resident manager who could act as supervisor of 
the sales crew. I asked him, first of all, what pro- 
tection would I have if I went in this thing. He 
told me there was nothing in the market like it, 
that it was completely patented, that it was brand 
new and had never been tried in San Francisco. 
(Tr. p. 367, lines 12 to 15.) He did some figuring 
and thought I would make at least $6500 a year. 
I asked him why they were not rated in Dunn and 
Bradstreet. He said they were a very big con- 
cern; they bought everything for cash and had no 
reason to have a rating. He told me he did not re- 
ceive any commission on the money I put up but 
it was held in trust and if the franchise holder fell 
down on the job, the money would be returned to 
me. I paid them a total of $1500 and T did so 
on the strength of representations Martinez made 
to me. I did not receive any cabinet but TI didn’t 
ask for any. (P. 371) I had salesmen working 
for me [63] for about one month. I sent the crew 
out and relied upon what Mr. Martinez had told 
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me and I received a letter dated April 26, 1939 
(Government’s Exhibit 53). There has never been 
any attempt to state that the directory system is 
patented in all details, but we do have an exclusive 
on the revolving cards which we have the patents 
pending on. It is impossible to cover all of the di- 
rectory features in patents as there is nothing ba- 
sically patentable on this type of equipment with 
the exception of design patents, but the revolving 
equipment that we have is patentable. (Skipping) 
We have seen one or two people who have at- 
tempted to start in competition and we have seen 
them fold up due to their inability to build the 
type of equipment or render the service that we 
do. (Tr. p. 377, line 16, to line 5, p. 378.) 

I received the following letter (Government’s 
Exhibit 55) written by Mr. Talbott and dated May 
25, 1939: 

‘‘Relative to the advertisement. We can see no 
reason why your income should not exceed the 
amount we set forth in our advertisement for this 
would require only installation of a very small per- 
centage of the potential locations in your territory. 

‘‘These installations can be shipped to you as 
quickly as you furnish us the necessary informa- 
tion, such as the listings, etc. to complete them. 

‘‘This is not a promotional matter, and we most 
certainly have nothing to sell you, as we do not 
under any condition, sell you any equipment. All 
of our equipment is leased on a yearly basis, of 
which you were well aware of the conditions. 
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“We are, however, extremely interested in [64] 
the development of that territory, and if you are 
interested in disposing of your franchise, we will 
be only too happy to work out some arrangement 
to assist you. We will, upon advice from you, 
endeavor to work out a repurchase agreement, hav- 
ing in mind that it is possible to secure someone 
who would have the ability to properly develop 
thet tevritory.’’ : 

My salesmen brought in six contracts altogether 
but when If learned that the article was not paten- 
ted and that people had been trving to sell it there 
previously I asked them to give me back my money 
and T did get $500 back and they executed a repur- 
chase agreement with me. I did see Mr. Marshall 
in San Francisco who told me his father used to be 
a close friend of Mr. Talbott while he, Mr. Mar- 
shall, did not have any connection with the Direct- 
U-Syvstems. I had told Mt. Talbott I would try 
to make a settlement of mv case so we discussed 
the proposition and Mr. Marshall said he would 
take it up with Mr. Talbott. Ma. Marshall told 
me he would come up personally and build a cabi- 
net and install it at his own expense at San Fran- 
cisco and that he would sell it for me at that time. 
] did write a letter, however, wherein I stated T 
thought the franchise could be advertised for sale 
on a basis of $7500 out of which I could get my 
money and we felt it could be sold on a basis of 
$750 for each of ten installations. (Tr. p. 388.) 


United States of America 189 
(Testimony of Ralph A. Burke.) 


Cross Examination 

By Mr. Stoddard: 

(P. 390) I did not try to do any selling myself. 
I finally agreed to sign a re-purchase agreement 
wherein I was to receive $500 from the first moncy 
reecived from the re-sale of the territory, and the 
balance of $1000 out of the 20 per cent of rovalties. 
That amount was modified by telephone conversa- 
tion with Mr. Marshall and later I confirmed it by 
letter. (Tr. p. 394.) 


T. EK. MORGAN 


called as a witness on behalf of the [65] Govern- 
ment, testified as follows: 


I live in Los Angeles and became acquainted 
with Mr. Marshall and Mr. Talbott by answeriig 
an ad relative to the Direct-U-Systems. (P. 400) 
IT made an appointment with Mr. Marshall and 
ealled upon him. The plan was explained to me. 
I was verv much interested and I asked if the 
equipment was patented. Mr. Marshall said the 
essential features were patented but generally they 
had patents pending. I was told that the territory 
I was to have was virgin territory. (P. 402) I 
Was given a kit and a model of the cabinet and 
given pictures as to where the machines were in 
operation in the Multnomah Hotel, Hotel Washing- 
ton, the Plaza in San Francisco. I was furnished 
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with an outline of sales talk, containing in sub- 
stance the same material as this one, marked Gov- 
ernment’s Exhibit No. 25. (Tr. pp. 185-194.) My 
original contract was that I was to receive 25% 
commission. I signed this with Mr. Talbott. I 
had an outline of my sales talk. I did represent 
to Mr. Schutt that this had never been tried before. 
I did procure for Mr. Schutt five hotel locations. 


\ 


Cross Examination 
3v Mr. Stoddard: 
(Three letters were identified and marked for 
identification but not received in evidence.) 


A. M. GONZALES, 


called as a witness on behalf of the Government tes- 
tified as follows: 


Tn 1936 T met Mr. Martinez in Seattle and pur- 
chased the State rights in Washington for the Na- 
tional Direectery Systems. We made some sales 
but the board was not installed in a Washington 
hotel because it proved to be defective. Different 
parts of the board would go out of order. (P. 412) 
f never met Mr. Kane with whom T corresponded. 
I had a picture of that board taken at the request 
of the company. I sent them a copy. 
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ealled as a witness for and on behalf of the Gov- 
ernment, testified as follows: [66] 


I live in Portland, Oregon and met Mr. Martinez, 
one of the defendants, in 1937 and in 1938 installed 
a directory at the Multnomah Hotel. It did not 
operate very good at any time. (P. 418) I do 
not know what finally became of it. 


L. C. WHITNEY 


called as a witness on behalf of the Government, 
testified as follows: 


I live in San Leandro, Alameda, California. As 
a result of an ad which I saw in the paper, I met 
Mr. Marshall in February of 1939. The ad was 
similar to the ones I have heard read here. (Tr. 
p. 420.) He introduced me to a man by the name 
of Wall whom he said had the San Francisco area 
and thought we should get acquainted. I was shown 
some letters (Government’s Exhibits 58 and 59, 
respectively) indicating that machines were operat- 
ing successfully in Portland, Oregon. 
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GOVERNMENT'S EXHIBIT No. 58 


Member 
American Hotel Association 
United States Chamber of Commerce 
TTotel Multnomah 
Harl MeInnes, Manager 
Wim. J. Hofmann Associate Manager 
Fourth and Pine 
Portland, Oregon 


July 22, 1938 
Mr. A. Kane 
Pioneer Building 
Los Angeles, California 


Dear Mr. Kane: 

Replying to your letter of July 19. 

The Electrie City Directory, to which you refer, 
has been in our lobby for several months, and 
seems to function in good order and attract con- 
siderable attention. 

If we may be of further assistance to you, please 
do not hesitate to call upon us. 

With best wishes, we are 

Very truly yours, 
HOTEL MULTNOMAH 
EARL McINNES 


Earl Mcinnes, Manager 
McI:RD 


[Endorsed]: Filed Sept. 23, 1942. 
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GOVERNMENT’S EXHIBIT No. 59 


H. EB. Dupar, Mer. 
New Washington Hotel 
Seattle 


July 25, 1938 
Mr. A. Kane 
Pioneer Building 
los Angeles, California 


Dear Mr. Kane: 

In response to your inquiry, we are glad to say 
that the electric city directory which has been in- 
stalled in our lobby is proving to be very satisfac- 
tory. Except for one short time, due to a defec- 
tive battery, it has been functioning perfectly. 

It seems to arouse a good deal of interest and 
we feel that the advertisers are receiving value for 
their money. 

Sincerely, 
F. B. McCLURE 
Frank B. McClure 
Assistant Manager 


[Endorsed]: Filed Sept. 23, 1942. 


I told Mr. Marshall I had been connected with 

the banking business for twenty-five years and 
had never done any advertising sales work. Mr. 
Marshall said they were attempting to put these 
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machines in San Francisco and California for the 
first time and told me there would be no competi- 
tion. He gave me figures at that time whereby if 
I operate ten of the systems I would be able to net 
myself in the neighborhood of $7000, somewhat 
over $7000, but that would be net with the fact 
that I was to hire a sales manager inasmuch as I 
told him J had never done any advertising sales 
work. (Tr. p. 424) I paid $1500 for my contract. 
At the time I paid him the money I rehed upon 
the representation he had made. I would not 
have paid the money if I had not relied upon the 
representation made. I did not get a cabinet but 
T didn’t ever try to get one. I wrote the company 
and told them in February, 1939 that I was having 
difficulties with getting leases from hotels. (P. 
439) I told them that unless they could supply 
the leases to me as I understood they would I 
could not let the sales force work but I got one 
eontract only and that from the California Hotel. 
On March 8th, 1939 I addressed a letter to the 
Direct-U-Systems [67] (Government’s Exhibit No. 
62), portions of which are as follows: 

“It was my understanding with Mr. Marshall 
when I agreed to your contract that you were to 
secure the leases from the various hotels. When 
he left here last week he assured me that the ones 
listed had all agreed to sign. Since getting your 
' letter, I have contacted all the managers but have 
had no suecess in getting anywhere. The best 
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statement any would give me was that they would 
look into it. 

‘It also appears that you will find trouble be- 
cause of the Hotel Oakland lease. Mr. Gillum told 
me that he wa to talk it over with the Hotel Oak- 
land and if he notices that they got ten per cent he 
won’t sign. 

‘‘It was my understanding the leases were to be 
supplied by you, since you were to have them in 
your name and I was merely to lease them from 
you. It appears that the Hotel Oakland is the 
only one on my list that you have signed up and 
that is not in accordance with the lease terms. It ap- 
pears the hotels all check in with the Oakland. 
Unless you can supply me with the leases, I can- 
not let the sales force work.”’ 


I wrote under date of March 22, 1939 and told 
the company that since I was not getting the leases, 
I would have to put the proposition to someone 
to buy out my interest. I had considerable corres- 
pondence with the defendants concerning a re-pur- 
chase agreement and on May 4th, 1939, wrote the 
following letter: 

‘It appears from your agreement that you want 
to operate here on my deposit and repay me only 
from the profits therefrom. A letter of Mr. Mar- 
shall [68] to Mr. White also seems to substantiate 
this. If you were to sell my franchise to another 
for $1,500 I cannot see why I should wait for pay- 
ment from his profits to you, as Mr. Marshall was 
here in connection with San Francisco at the same 
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time. [ do not see that all his expense should be 
charged to me. 

‘‘In connection with your repurchase, I am will- 
ing to sell for $1,300 cash if closed in ten days, or 
will sign upon payment of $500, and to receive 
$500 upon your selling to another if within 60 
days, and the $500 balance when the board is in- 
stalled in Oakland. This last is because you seem 
to see that I am repaid in full. 

“Yours very truly, WHITBY.” 


(Government’s Exhibit No. 68, Tr. p. 486.) 


I did receive a repurchase agreement from the 
company and did reeeive $375 on that which I 
agreed to accept. (P. 439). 


MYRTLE SCHUTT, 


ealled as a witness on behalf of the Government, 
testified as follows: 


I was present when my husband talked to Mr. 
Marshall and Mr. Talbott in Los Angeles. Mr. 
Talbott said he wanted us to meet our sales mana- 
ger and introduced Mr. Marshall as Mr. Painter. 
My husband told them that he was dissatisfied with 
the representations made to him in. Cleveland and 
wanted his $1500 back. I never saw Mr. Painter 
again. When we left we were told we would hear 
from them in thirty days. Mr. Schutt made it 
clear that he wanted nothing further to do with 
the situation. 
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called as a witness on behalf of the Government, 
testified as follows: 


I live in Tucson, Arizona, but in October of 1939 
I was in Washington, D. C. and saw an ad frem 
the Direct-U-Systems of Los Angeles, California 
and had a conference with a Mr. MacNeil [69] 
who represented the Direct-U-Systems. He told 
me it was an old established company of high fi- 
nancial standing and that the men representing it 
were well and favorably known on the West Coast. 
I was told the machine was protected by patents 
and that a patent was pending. There was some 
discussion of a competing company which was 
called the Robot Map but I was told we would have 
no trouble with it as it was so much inferior to 
to the Direct-U-Systems. We subsequently signed 
an agreement on October 6. This is the agreement 
I signed (Exhibit 72) and I gave Mr. MacNeil 
$1500. 


GOVERNMENT’S EXHIBIT No. 72 


Date Ree’d. 10-9-89 Ackngd. 10-9-39 
Remittance 1500.00 Eqpt. Ordered __-- 
Franch. Card Made 10-10-89 Comm. Ent’d..... 


Agreement. 

This Agreement, entered into this 6th day of Oe- 
tober, 1939, by and between the Direct-U-Systems, 
a corporation, with general offices at Los Angeles, 
California, hereinafter referred to as the Lessor, 
and Cecil I. McReynolds, of Washington, District 
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of Columbia, hereinafter designated as the Lessee, 

Now, Therefore, in consideration of the premises 
and the mutual promises of the parties hereto, and 
the consideration passing and to pass from each 
other to other, it is agreed as follows: 

The Lessor hereby grants to the Lessee the ex- 
clusive right to use and operate the Lessor’s Direet- 
U-Systems in the following described territory, to- 
wit: 

The District of Columbia, including all of the 
eity of Washington; and the cities of Annapolis, 
Frederick, and Cumberland, all in the State 
of Maryland; and the cities of Alexandria and 
Fredericksburgh, in the State of Virginia. 


on the following terms and conditions: 

Whereas, the territory above described is at this 
time subject to an attempt to develop the same by 
a competing organization known as Robot-Map and 
it is the desire of the parties hereto to provide for 
contingencies arising from said competitive situa- 
tion which may affect the operations of the Lessee 
and Lessor in said territory in an abnormal manner, 

It Is Agreed that the term of this agreement 
shall be as follows: First, a preliminary period 
ending on December 31, 1939; Second, an effective 
period of three years from January 1, 1940; and 
Third, an additional period of five years from and 
after January 1, 1943, on the following express terms 
and eonditions: 
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A. The said Lessee shall immediately devote his 
whole time and efforts to the development of said’ 
territory in a manner satisfactory to both parties 
hereto, and is authorized hereby to sign up locations 
for said Direct-U-Systems, subject to the approval 
of Lessor, and to sign up listings in the said Direct: 
U-Systems on the terms and conditions established 
by Lessor and hereinafter contained. | 

B. On or before the said 31st day of December, 
1939, the Lessee agrees to complete the first two 
boards or machines hereinafter provided for, and to 
complete and thereby make this agreement fully 
effective and in full force and effect, Providing, that 
in the interim between the date of this agreement 
and the said 31st day of December, 1939, there shall 
not have occurred in said territory any abnormal 
happening or event which in the judgment of the 
parties hereto shall or may reasonably prevent, 
impede or handicap the development of said terri- 
tory to the satisfaction of the parties hereto, of a 
nature arising out of said competitive situation; or 
from litigation which may be filed or be pending 
in said interim of time, or from any other abnormal 
cause which may affect, impede or handicap the 
operation of the parties hereto, under this agree- 
ment and in said territory, to an extent according 
to their mutual judgment and opinion which may 
make the further operation of this agreement unde- 
sirable or difficult. . 


C. In the event no such happening or devélop- 
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ment occurs, an order for the first two cabinets or 
machines hereunder shall become final and fully 
effective on or before said December 31, 1939; but 
if such happening or development does or should 
occur in said interim of time, prior to the time 
the said two installations are or shall have been 
made (but not otherwise) then, even if one installa- 
tion shall have been made (but not two) the Lessor 
shall repay and refund to Lessee the sum of fifteen 
hundred dollars which is deposited with Lessor at 
the time of the execution of this agreement, where- 
upon Lessor shall take over any installation whieh 
shall have been made and may operate the same 
for its own use and benefit, and shall receive the 
benefit of any location rental, salesmens’ commis- 
sions and display ecards and other equipment on 
hand, and shall receive the balance in full of all 
moneys theretofore collected by Lessee or his rep- 
resentatives or under his direction ; and neither party 
shall claim from the other any amount or compensa- 
tion for efforts made or work done, otherwise; and 
the Lessor shall be free to dispose of the said fran- 

chise and territory as it may desire. 

D. In the event the said Lessee shall make final 
and effective an order for the first two cabinets 
or machines, on or before December 31, 1939, then 
the effective period of this agreement shall com- 
mence to run on January 1, 1940, and shall continue 
for three years thereafter; Provided, however, that 
if during the calendar year of 1940 Lessee shall 
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give a definite order for, or if he shall pay for, 
three additional cabinets or machines, making a total 
of five (5), then Lessee shall have a firm option for 
the renewal of this agreement for an additional 
period of five years from and after January 1, 1943, 

on the same terms and conditions. 

The further terms and conditions of this agree- 
ment are as follows: 

(1) The. lease rental on the 60 space Direct-U- 
Systems shall be $750.00 each, and on the 40 space 
systems the lease rental shall be $500.00 each for the 
first year, payable upon installation and collection. 

(2) The second and succeeding years each 60 
space system shall be $250.00 per year, and $166.67 
for 40 space Direct-U-Systems, payable upon im- 
stallation and collection. 

(3) The sum of fifteen hundred dollars ($1500.00) 
shall be deposited by Lessee with Lessor upon the 
signing of this agreement, subject to the terms and 
conditions hereinbefore written, and said payment 
of $1500.00 represents payment of the lease rental 
on the first two systems, hereby leased by Lessee 
from Lessor, to be delivered on demand, subject to 
the terms and conditions of this agreement. 

(4) Lessee agrees to pay Lessor ten per cent 
(10%) royalty im addition to the lease rental above 
set forth, payable upon installation and coltection. 

(5) In addition to the above lease rentals and 
royalties, the Lessee shall pay to the Lessor the 
sum of fifty cents (50c) for each advertising card 
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furnished for the Lessee’s subscribers each month, 
if desired by Lessee, in which ease the Lessee agrees 
to furnish, not later than the 10th of each month, 
individual copy for the advertising cards to be used 
for the following month, otherwise the Lessor shall 
be relieved from the responsibility of furnishing 

the same. 

(6) Lessor agrees to furnish and install, at its 
own expense, each system com-plete and in good 
working order, and to maintain the same, complete 
and in good working order, at its own expense during 
the life of this agreement. 

- (7) Lessee shall have the use and benefit of the 
leases of locations made by hotels and depots, and 
shall pay lease rental direct to loeation Lessor in 
the above designated territory, and it is agreed that 
all leases shall be made in the name of the Lessor 
and must be approved by the Lessor. 

(8) Lessor agrees to cooperate with and assist 
the Lessee in securing loeation leases, hiring and 
training salesmen, and to render all additional assist- 
anee practicable and reasonable in view of the nature 
of the operations contemplated hereby, without 
charge to Lessee for such assistance; and Lessor shall 
loan sales equipment to Lessee as per list attached. 

(9) Lesee shall operate the busines in his terri- 
tory as an independent contractor, and shall in no 
way obligate the said Lessor. This is not an agency 
nor partnership. 
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(10) All advertising space shall not be sold for: 
less than $5.00 per listing per month, unless eames 
to by Lessor in writing. me 

(11) Lessee may if he so desires, arrange fox 
and provide his own service agreements, lease forms, 
map location cards, letterheads, envelopes and multi-, 
graphed letters, in which case the Lessor. agrees, to, 
credit to his account and apply such credit on any, 
amount owing from Lessee to Lessor, the equivalent 
value of such material, and in no case less than the 
amount set opposite the respective items on the at- 
tached Equipment list. 

It is further understood and provided that if 
during the life of this agreement there should occur . 
any situation as to manufacture or transportation, 
whether by War, Act of God, Major Force or other- 
wise, which for the time being prevents the Lessor 
from accepting and filling the orders of, the. Lessee 
for the Direct-U-Systems which are the subject. of 
this contract, then and in that event the Lessee shall 
have the option or privilege of manufacturing and 
installing any of said systems which. the Lessor may 
be unable to deliver, and not otherwise; in which 
ease Lessee shall pay to Lessor the royalty: on such 
systems which is provided for in this agreement, but. 
no lease rental for said systems. 

This Agreement supersedes and voids all previous 
agreements between the parties hereto, and before 
executing this agreement Lessee has read each pro- 
vision herein and understands same, and no other 
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agreement or representation shall be valid or binding 
on the Lessor; but this does not prevent the modifica- 
tion of or addition to this agreement, hereafter, by 

written agreement between the parties hereto. 


In Witness Whereof the parties have affixed their 
signatures the day and year in this instrument first 
above written, the representative of Lessor being 
duly authorized thereto. Executed in duplicate. 

DIRECT-U-SYSTEMS, Inc. 
By W. W. MacNEIUL 
Lessor Division Manager 
CECIL I. MeREYNOLDS 
Lessee 


Witnesses: 
CS WALLACE 


ANTICIPATED INCOME AND EXPENSES LESSEE PRO- 
POSES TO EFFECT, FIRST YEAR, AND SUCCEED- 
ING AS PER STATEMENT BELOW: 


60 spaces: 
income, 60 spaces, at $5.00 per month, 
total for year, $3,600.00 

Expenditures by franchise operator: 
Lease rental to Lessor, $ 750.00 
10% royalty to Lessor, 360.00 
10% to hotel, 360.00 
sales expense, not over 20% 720.00 


60 advertising cards each month, 
or 720 per year, at 50 cts. each 360.00 2,550.00 


balance, 1,050.00 
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Second and following years: 
Income as above, 


expenditures, 
lease rental to Lessor, $ 250.00 
10% royalty to lessor, 360.00 
10% to hotel, 360.00 
sales expense, not over 20% 720.00 
720 advertising cards at 50 ects. 360.00 
balance, 
* € * € 
Standard 40 space installation: 
Income, 40 spaces at $5.00 per month, 
total for year, 
expenditures by franchise operator, 
Lease rental to Lessor, — $ 500.00 
10% royalty to Lessor, 240.00 
10% to hotel, 240.00 
40 advertising cards per month, 
or 480 at 50 ets each, 240.00 
balance, 
Second and following years: 
Income as above, 
expenditures, 
Lease rental to Lessor, 166.67 
10% royalty to Lessor, 240.00 
10% to hotel, 240.00 
480 advertising cards at 50 ects. 240.00 
balance, 
s 2 8 € 
24 space installation: 
Income, 24 spaces at $2.50 per month, 
total for year 
expenditures by franchise operator, 
lease rental to Lessor, 157.00 
10% royalty to lessor, 72.00 
10% to hotel, 72.00 
salesman, 20% 144.00 


balance, 
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3,600.00 


2,050.00 


1,550.00 


$2,400.00 


1,700.00 


700.00 


2,400.00 


1,246.67 


1,153.33 


$ 720.00 


445.00 


275.00 
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EQUIPMENT LIST. 


Direet-U-Systems, Ine. will loan to franchise operator the 


following equipment: Valued at 
1. 3 Demonstration eabinets. $ 
2. 3 Illustrated Presentation Books. $ 
3. 6 Selling Suggestion Cireulars. $ 
Direet-U-Systems will furnish free to franehise operator, 
up to 
4. 200 sets Advertisers’ Serviec Agreements, 
quadruplieate, $ 
5. 20 sets Hotel Lease forms, triplieate, $ 
6. Hotel Reminder Cards, as needed, $ 
7. 200 Advertisers’ Map Loeation Cards, $ 
8. 200 Letterheads, imprinted with name of 


franehise operator $ 

9. 200 envelopes, imprinted same $ 

10. 200 leltters multigraphed on above, filled in 

with names and addresses of Franehise Oper- 
ator’s prospeegs, from list furnished by him, 
with 2¢ stamps attaehed, shipped to franchise 
operator to place in mail. 

Extra equipment, if ordered additional to above, 
will be shipped COD unless paid for in ad- 
vance: 

Letters as per item 10, letterheads and envelopes 
printed, letters multigraphed, names and ad- 


dresses filled in, no postage, per hundred, $ 5.50 
Demonstration eabinets, each, $ 7.00 
Letterheads and envelopes as per items 9 and 10, 

per sets of 100 o . 2.50 
Presentation books, ineluding selling suggestion 

circulars, eaeh $ 1.00 

EQUIPMENT 


Direct-U-Systems will furnish to Franchise 
Operator the following equipment: 
1. 3 Demonstration Cabinets 
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2. 3 Illustrated Presentation Books 
3. 6 Selling Suggestion Circulars 
Furnished Free: Up to— 
(quadeupheate) [Written in pencil]: Copy en- 
closed. 
5. 20 sets Hotel Lease Forms (triplicate) 


7. 200 Advertisers’ Map Location Cards 


Extra Equipment—If ordered additional to above; 
shipped COD: 
Letters as per Item 10, Letterheads and en- 
velopes printed, letters multigraphed, names 
and addresses filled in, no postage, per 


hundred, $5.50 
Demonstration Cabinets, each, 7.00 
Letterheads and envelopes per items 9 and 10, 

per 100 sets 2.00 
Presentation Books, including Selling Sugges- 

tion Circulars, each— 1.00 


[Endorsed]: Filed Sept. 24, 1942. 
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I demanded a return of my money but I never 
vot it. However, I did not order an electric board 
for installation. I asked for a demonstrator but 
never sold any advertising space, although I en- 
deavored to do so and employed salesmen for that 
purpose. I know the money was not held as a 
deposit but was immediately used. It is true that 
the organization did attempt to secure leases from 
hotels and it is correct that it assisted in securing 
three salesmen and that it assisted at meetings in 
training and forming sales organizations. (P. 482) 
And it assisted in compiling adequate lists of pros- 
pects and it is true that I wrote ‘‘to express my 
deep appreciation of the very fine assistance given 
me by Mr. MeNeil, a man of high attainments, 
exceptional personality and loyalty and trustworthi- 
ness and it is true that that is my wording”’ and I 
did sign the statement that I had received all of 
the assistance I was supposed to receive. 


Cross Examination 
By Mr. Peterson: I am an attorney and admitted 
to practice in California, Arizona and New York. 
Mv work is mostly civil and corporation work and 
T have been in active practice since 1901. (P. 488) 


MRS. KATHERINE PHILIPS 


called as a witness on behalf of the Government, 
testified as follows: 


J am acquainted with defendants Marshall, Marsh, 


ee es 
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Talbott, Fawkes and Martinez. I was employed by 
Mr. Marshall in September, 1937, and they were 
all associated with him in the office. [70] 
By Mr. Veale: 

‘‘@. You were there several months?’’ 
The Witness: 

‘‘A. About six, six and a half, seven months.”’ 

[71] 

By Mr. Veale: 

Q. ‘‘During that time did you have occasion to 
do stenographic work for Mr. Marshall? 


The Witness: 


A. ‘Yes. 
By Mr. Veale: 

Q. ‘‘Do you recall having heard the name of Mr. 
A. Kane? A. ‘‘Yes, sir. 


Q. ‘‘Did you ever see Mr. Marshall sign letters 
which had been typed by you and use the name of 
‘‘A. Kane.”’ 


By Mr. Peterson: 

‘“That is objected to on the ground it is imma- 
terial to any issue in this case; that the asking of 
that question is prejudicial to the rights of the 
defendant; that there is nothing charged in the in- 
dictment relative to that that I have ever seen. 


By the Court: 

‘*T know we have some letters here that are used 
by a hotel, that the name of A. Kane is used in, 
that was used as part of the sales talk. The objec- 
tion is overruled. 
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By Mr. Peterson: 
‘‘And an exception, please. 


By Mr. Veale: 

‘‘Have you seen correspondence come into the 
office of the National Systems while you were em- 
ployed there addressed to Mr. A. Kane? 


The Witness: 
‘““Yes sir. Mr. Marshall dictated letters to me in 
reply to those letters. 


Cross Examination 
By Mr. Stoddard: 
‘‘I myself have signed the name A. Kane to 
letters. [72] 


The Court: 

‘‘T am going to limit it for the purpose of con- 
necting up the exhibits 58 and 59, and for no other 
purpose. Ani it doesn’t tend to prove or disprove 
the guilt of the scheme or conspiracy alleged, but 
except as a connecting link in the use of these letters 
that have been alleged were used, and it is claimed 
they were used. * * *’ (P. 493) 


HENRY T. BELLING, 


ealled as a witness on behalf of the Government, 
testified as follows: 


I live in Los Angeles and have had dealings with 
Mr. Marsh, Mr. Marshall and Mr. Talbott. Mr. 
Marsh called on me and showed me photographs of 


——— 
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this apparatus supposed to have been taken in vari- 
ous hotels in the eastern part of the country and 
a few days later showed me one of the machines 
in their place of business here in Los Angeles al- 
though it had not been completed. I asked about 
the installation in the Drake Hotel and Mr. Marsh 
told me that it was very successful and had been 
operated there for several months. I asked par- 
ticularly whether or not the advertising spaces as 
shown on that board or on pictures of the various 
boards had actually been sold, and J was told that 
they had. I was told they had numerous installa- 
tions in the east also and that it was working out 
very well. 


<r 


IRA H. ARNOLD 


called as a witness on behalf of the Government, 
testified as follows: 


I am Assistant Chief of the Application Division 
of the United States Patent Office and have made 
a search of certain designated names of companies 
from January 1, 1922 to September 1, 1942. I did 
not find any patent issued under anyone named 
Norman H. Marshall on a director device. (P. 509) 
Nor did I find any issued to Chas. W. Talbott, 
Albert Martinez, A. Kane nor Ray Young nor L. F. 
Marsh. If a person wants to make an assignment 
of [73] a patent, it is recorded in the Patent Office, 
but I did not find any assignment of the National 
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Directory Systems nor for the Automatic Map Com- 
pany. (P. 511) I found a patent applied for by 
one Emmet W. MeKenna on September 6, 1935 
covering a cabinet ‘‘ EKlectrical Directory System.”’ 
That is the title of the application and it was 
notarized by N. H. Marshall. 
(It was stipulated by counsel that the notariza- 
tion was by the defendant, Marshall). (P. 513) 


A letter was sent to the applicant notifying him 
of certain defects in the application for the patent. 
It was rejected October 22, 1935 and became aban- 
doned six months thereafter. 


ee 


IRA H. ARNOLD 


resuming the stand as a witness for the Government 
testified as follows: 


I can identify patent which the Direct-U-Systems 
acquired by assignment. 

“Mr. Stoddard: No. That is a design patent. 

Q. By Mr. Stoddard: This is a design patent? 

A. Yes. 

Q. That has been issued by the patent office? 

A. Yes. 

The Court: Does that cover this cabinet that is 
exhibited here? 

Mr. Stoddard: It is not our eontention that it 
does. 

The Witness: No. 
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The Court: Then what materiality is it, counsel? 

Mr. Stoddard: I will say this for the materiality 
as to this particular patent; It is a patent which 
the Direct-U-Systems acquired by assignment. 

The Court: You mean this particular patent? 

Mr. Stoddard: Yes. 

The Court: What would that have to do with 
this? [74] This is a different design? 

Mr. Stoddard: That is right. But as the evidence 
will show, this is just one of several designs which 
the company manufactured and put out, depending 
on the selection of a man who was going to operate it. 

I will offer this at this time.’”’ (Tr. p. 525.) 


ed 


ARTHUR K. BARNES 


called as a witness on behalf of the Government, 
testified as follows: 


In October, 1940, I was living in Pasadena. I 
met during that year Mr. Marsh, Mr. Marshall and 
Mr. Talbott. Mr. Marsh called on me and said 
he came as a representative of the Direct-U-Systems 
and explained their proposition to me about putting 
machines in hotels. Mr. Marsh assured me the 
company was financially responsible, and I later 
visited the headquarters of the Direct-U-Systems 
(P. 533) where I met Mr. Talbott and Mr. Marshall. 
I told them T had been active in sales management 
when I was told that this machine was used in some 
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of the Brooklyn hotels in New York and in the 
city of Dayton, Ohio. I asked them the names of 
operators of various hotels, but they did not give 
them to me. I asked why they had gone back east 
to exploit this device; why they had gone so far 
afield and they said it was in order to demonstrate 
that it could be operated a long distance from 
headquarters. I asked if I could investigate the 
San Francisco situation and talk to the men who 
had sold the space on the board in the Sir Francis 
Drake Hotel and Mr. Marshall told me that he had 
done that himself. I had a further conversation 
with these men in Mr. Marshall’s office and was 
given a complete selling setup. (P. 540) During 
these conferences J requested of the defendants a 
hist, a sworn list, of the various hotels, and their 
locations, where these boards were in operation. I 
made this request, first, of Mr. Marshall and sub- 
sequently of Mr. Talbott, and was furnished such 
a sworn statement. (Government’s [75] Exhibit 74, 
Tr. 540, 541.) 
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GOVERNMENT’S EXHIBIT No. 74 


Direct-U-Systems 
General Offices 
Direct-U Building—7225 Beverly Blvd. 
Los Angeles, California 


Oct 23, 1940 
Mr. Arthur K. Barnes 
401 Seott Place 
Pasadena, Cal. 


Dear Mr. Barnes: 

The following is a partial list of the hotels or 
locations where electric directories have been in- 
stalled either by this company or by the company 
that the writer was formerly President. The old 
company is now inactive and never made equipment 
comparable to the present having never had the 
moving card equipment which we have designed 
solely for Direct-U-Systems. 


Multnomah Hotel—Portland Oregon 
New Washington—Seattle Washington 
Plains Hotel—Cheyenne Wyo. 
Hildebrand Hotel Lansing Mich 
Blackstone Hotel Fort Worth Texas 
Lanier Hotel—San Antonio Texas 
Park Motel—San Antonio Texas 
Ben Milan—Houston Texas 

New Orleans New Orleans La 
Newark Athletic Club—Newark N. J. 
Columbian Club—Elizabeth N. J. 
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Roosevelt Hotel—Pittsburg Pa. 
Jefferson Hotel—Virginia 

st. Nicholas—Sprinefield Ill. 
Waldorf Astoria—New York City 
Park Central Hotel—New York City 
Imperial Hotel—New York City 
Times Square Hotel— i 
Governor Clinton Hotel o 

Sir Francis Drake—San Francisco 
Detroit Leleand Detroit Mich 
Dayton Biltmore—Dayton Ohio. 


And many others either installed or in process of 
construction. 
Trusting that this is the information that you 

desire, we are, 

Very truly yours 

DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
President 


Allied Member AHA An International Service 


State of California, 
County of Los Angeles—ss. 


On this 23rd day of Oct., 1940, before me, the 
undersigned, a Notary Public in and for said County, 
personally appeared C. W. Talbott—President 
Direct-U-Systems known to me to be the person 
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whose name is subscribed to the within instrument, 
and acknowledged that he executed the same. — 


Witness my hand and official seal. 

[Seal] N H MARSHALL 

Notary Public in and for said County and State. 
My Commission Expires June 20, 1942 (1942) 


[Endorsed]: Filed Sept. 24, 1942. 


I gave them a check for $1500 to cover the fran- 
chise for the territory agreed upon and they gave 
me salesman kits and advertising matter, and I relied 
upon the representations they made me. [I tried to 
sell advertising space myself and a Jease agreement 
for the Hotel Hilton was delivered to me but I did 
not sell any of the advertising space. I asked for 
a return of my money and made the request to 
Mr. Talbott. I was tendered a repurchase agree- 
ment but did not sign it. JI never received any of 
my money back. (P. 546) 


Cross Examination 
By Mr. Stoddard: : 

I took some little time to investigate this proposi- 
tion and three weeks elapsed during my investiga- 
tion and I submitted the proposed contract to an 
attorney. (p. 551) There were three major fea- 
tures wrong with the enterprise. One was that the 
figures of the amount of business done by the Hilton 
Hotel were wrong. The second feature was that this 
had not been exploited in any territory which I had 
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taken over but this was not true. People didn’t 
recognize it by name; they recognized the device 
and the third that the merchants could not see the 
profits from that advertising expenditure. (P. 555) 
I personally contacted three or four dozen merchants. 
T had had advertising agency experience in the east. 
I always made an investigation before I entered 
into a contract. I got a Dun & Bradstreet’s report 
through my bank. I did not make any complaint on 
this report to anyone. JI was not satisfied with my 
report but I did get a report that was satisfactory 
to me. At least I was satisfied to the extent I was 
willing to take a chance. (P. 563) My. Marsh 
agreed to help me with my getting started and he 
did so. (P. 568) I didn’t attempt to find out 
whether cabinets had been installed in the hotels 
that they told me. (P. 570) 


MR. N. N. EDWARDS, 
ealled as a witness on behalf of the Government, 
testified as follows: 

I am a Postal Inspector and was one of the agents 
assigned [76] to investigate this case. I interviewed 
the defendant Martinez on February 14, 1941. 

This was at 7225 Beverly Boulevard, which was 
the offiee of the Direct-U-Systems. February 14, 
1941. I went out there on that morning. Mr. Mar- 
tinez came out and told me that he was A. A. 
Martinez. I told him who I was, and I was a post- 
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office inspector; that I was trying to get the loca- 
tion of C. S. Wallace, who was a salesman for the 
firm. 

He told me that Wallace had not been with them 
for about two years, and had only made about. one 
or two trips. 

I told Mr. Martinez that I was going to make 
an investigation relating to Direct-U-Systems and 
their activities, and he said, Fine, he would like to 
show me one of their cabinets. The cabinet was 
there in the front office, and he did demonstrate 
that to me. In the course of the conversation I 
asked if Mr. Marshall was in. And he said No, he 
was not there. 

I asked if Miss Fawkes was there, and he said No, 
she was in La Jolla visiting friends. 

There were two cabinets in the front office. One 
was Sir Francis Drake Hotel cabinet, and another 
was for a hotel in Boston, Massachusetts. Mr. 
Martinez told me that they had another cabinet be- 
sides the one there in the office at that time installed 
in the Sir Francis Drake Hotel; that Mr. Bergen 
was the operator there, the franchise holder, and 
was just crazy about the machine. He said they 
had—I asked him if Mr. Burke was not the operator. 
He said No, they had settled with him; that they 
had Mr. Bergen; that Mr. Burke was a ery baby, 
and they had bought him out. - 

I asked about the other machines they had, and 
Mr. Martinez said, ‘‘We have five or six machines 
in New York.’’ 


220 Norman H. Marshall vs. 


(Testimony of N. N. Edwards.) 

Q. By Mr. Neukom: Can we get the date of 
this interview again? 

The Court: February 14th, if I remember. [77] 

‘A, February 14, 1941. 

“@. Very well. 

‘A, And IT said, ‘Mr. Weeks is your operator 
there, is he not?’ And he said, ‘Yes, he is, but 
he hasn’t paid us any royalties, He is doing fine, 
however.’ Mr. Martinez told me that. 

Mr. Martinez said any squawks that they had 
were from poor sports who were not willing to 
work. 

I talked with Mr. Talbott on March 26, 1941. 

‘““A, Mr. Talbott came in to see me at my office 
on the 7th floor of this building, in response to a 
letter I had sent him several days previously, on 
March 26, 1941. 

“Q. March 26, 1941? 

‘““A. Yes. He told me that he had been with 
the old National Directory Systems and had re- 
signed from that company eight or nine months 
before Ralph Young took it over in March 1938. 
He said the company had been all right, and had 
operated successfully during the time he was with 
it. And he told me that Direct-U-Systems was 
his business; that he was president, and Robert 
Johnstone was vice-president, and Helen Fawkes 
was secretary and treasurer. He said it was capi- 
talized at $25,000, one dollar par stock; that he 
held control of the corporation, 92 shares were 
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issued, 45 to him and 45 to Miss Fawkes, and two 
shares to Johnstone. I asked him where I could 
locate Mr. Johnstone, and he said he didn’t know, 
but he could be reached at the office most any 
time. 

‘‘T asked him how many employees he had at 
that time for Direct-U-Systems, and he said they 
had none at that time. [78] 

‘‘T asked him about his salesmen, and he said 
A. A. Martinez was salesman for him, and was 
earning a 30 per cent commission, and there was 
another salesman by the name of R. R. Bryant. 

“‘Q@. Bryant? 

‘“‘A. Bryant. R. R. Bryant; that he, likewise, 
was making 30 per cent commission, and at that 
time they were advertising for him in Illinois. He 
said he had Mr. Marsh working for him for a while 
as a salesman. He said he also had Norman H. 
Marshall with him. He said Mr. Marshall had 
worked for him at different times; that he was not 
with him at that time. He said, ‘‘I see him every 
few days.’’ That when he was with Direct-U-Svs- 
tems he acted as a sort of overseer over the fel- 
lows out on the road. Also, that he had handled 
the San Francisco territory; that he had known 
Mr. Marshall for 15 vears, and was a_ personal 
friend of his of long standing. 

‘‘Y asked Mr. Talbott, ‘How many franchises do 
you have open at the present time?’ His reply 
was ‘Only five doing any good.’ 
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‘“*Who are these five and where are they lo- 
cated?’ [asked him. He replied that it was against 
the policy of the board of directors to give these 
names out. He said that all franchises were passed 
upon by the board of directors, and recorded in the 
minutes of the company. 

‘‘T asked Mr. Talbott, ‘Do you know of anyone 
who ever got his $1,500 back on this deal?’ 

“His reply was, ‘There must be several. They 
[79] put in the boards,’ he said, ‘there has been 
no holler from them.’ On top of that he said, 
‘They have not paid us royalties that were due us.’ 

‘‘Mr. Talbott said ‘There is no profit to us on 
advance rentals. We must have the advertising 
royalties to make any money on these deals.’ 

‘¢*Who are these persons who have put in boards 
and haven’t complained to you?’ I asked Mr. Tal- 
bott. He replied that is a question the Better 
Business Bureau has asked us continuously and 
we have adhered to the policy of the board of di- 
rectors in not giving this information out. One 
man, he said, told him verbally he had made his 
$1,500 back. ‘He signed a repurchase agreement 
with us. He is in the Army now.’ ‘What is his 
name’ I asked Mr. Talbott. Mr. Talbott’s reply 
was ‘If I find out where he is located I will tell 
vou his name.’ Mr. Talbott said he received no 
regular salary, he takes out a little money from 
time to time. No one was on salary there in the 
company except Miss Fawkes. I showed him pho- 
tostatic copies of letters, from the Multnomah Ho- 


United States of America 2a 


(Testimony of N. N. Edwards.) 

tel in Portland and the New Washington Hotel in 
Seattle and he stated, ‘These are old forms from 
the old National Directory Systems kit. I thought 
we had torn all these up, didn’t know any of these 
were out, didn’t know Mr. McReynolds had these.’ 
T had told Mr. Talbott [80] I had withdrawn them 
from the McReynolds kit. 

‘“(). On that point, were those the same photo- 
static copies as is evidenced by Government’s Ex- 
hibits 58 and 59 that I have before me? 

‘fA. Those are the two, yes, sir. J asked Mr. 
Talbott ‘Who is this Mr. A. Kane the addressee 
of these letters?’ His reply was he was the vice- 
president of the National Directory Systems, or 
had been the vice-president. JI asked him ‘Who 
makes these directories for you?’ He replied. 
‘They are made by the Hayes Cabinet Works on 
Glendale Boulevard, the woodwork. The maps 
were made by the California Blueprint Company, 
they are hand drawn and they “charge $50 to $55 
for the work.’ He said they hired electricians 
when necessary to come in in the evening and wire 
the cabinets for them. I said to him ‘Have these 
directories ever been patented by you or by the 
company?’ He replied, ‘The only thing we have 
patented is the card changing device. That is 
patented.’ I said to him, ‘I would like to look 
over the files, particularly the minutes and cor- 
respondence, in order to ascertain what success 
your franchise holders have had and where they 
are located. Will you let me do this?’ JI asked 
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Mr. Talbott, and his reply was, ‘As far as I am 
eoneerned, you can come out to the office and have 
complete access to [81] records. We have nothing 
to conceal. However,’ he said, ‘we will have to 
take this up with the other members of the board 
of directors.’ 

‘‘Tn the conversation we had at that time he re- 
ferred to Mr. Weeks and said that he was their 
New York operator and was doing real well. I said 
to Mr. Talbott, ‘That isn’t the way I understand 
the situation.’ Mr. Talbott replied, ‘He started out 
fine. We shipped him five boards. He started 
tinkering with the directories and got them out of 
order. ‘Those franchise holders will not leave the 
directories alone. Weeks,’ he said, ‘had not paid 
him any royalties at all. I asked Mr. Talbott ‘how 
many boards does the company have installed now?’ 
‘He said 15 out with stereopticon slides instead of 
the rotating machine, and a great many more of the 
old type in addition.’ I asked him, ‘Have you ever re- 
ceived royalties on these?’ And he replied, ‘No, we 
have never received royalties from anyone.’ I said 
to him, ‘I notice most of the letters sent out by the 
company are signed C. W. Talbott.’ I said to him, 
‘However, there seems to be a variance in the hand- 
writing.’ I had about 150 of these letters on my 
desk. These were letters sent out by the company 
to various individuals, particularly franchise hold- 
ers. I said to Mr. Talbott, ‘T want you to look these 
over and tell me who actually signed the letters.’ 
Mr. Talbott picked one letter [82] at a time and set 
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aside ten which he said he had actually signed C. W. 
Talbott, and in another pile he had 20 which he said 
Miss Fawkes had signed C. W. Talbott, and in the 
other pile all the rest had been signed by Norman 
H. Marshall. That is, C. W. Talbott was signed 
by Mr. Marshall. 

‘I said, ‘If you own this business and are run- 
ning it why don’t you sign the letters?’ He re- 
plied from August 1940 to the first of this year he 
was home sick. He said, ‘I also have worked in 
the shop and asked Marshall to help with the 
handling of the mail.’ I called his attention to 
initials on the lower left hand corner of these vari- 
ous letters, particularly a capital T in a bar anda 
eapital F. I said ‘Then that doesn’t actually mean 
that Talbott dictated the letters to Fawkes?’ ‘No,’ 
he said. He said he dictated most of them, how- 
ever, Marshall also dictated some and in every in- 
stance the T:F' was placed on regardless of who did 
the dictating. That was the substance of my first 
interview with Mr. Talbott. 

‘On the following day Mr. Talbott telephoned me 
at my office and said he had been thinking the mat- 
ter over and thought possibly it might be helpful 
if they would prepare and send to me, if the com- 
pany would prepare and send to me a statement.’’ 

At the time Myr. Talbott was discussing the various 
letters to which his name had been signed, he desig- 
nated the ones he had signed and I put ‘C.W.T.’ on 
each of them. [83] 
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“A, Yes, sir. Mr. Talbott told me on the phone 
he had been thinking it over and thought it would 
be helpful if he would get up a statement showing 
the dates the eabinets were shipped, also copies of 
releases signed by franchise holders which certified 
to satisfaction of services rendered by the division 
representatives. That is, he said he would prepare 
it on Weeks, Schutt and McReynolds. I suggested 
to him while he was at it he also submit the same 
data regarding Mr. Burke at San Francisco. He 
replied to this that this deal had been closed, a re- 
purehase agreement had been signed, a new opera- 
tor was there, there was no business yet, but never- 
theless the new operator was satisfied. I told him 
nevertheless I would like the information on that 
deal. I said, ‘I would like the information on the 
Burke and Williams deal in Oklahoma City, also 
Byron Kennedy in Ohio.’ He said he would get 
these up for me. In connection with this telephone 
conversation he said he had mentioned to one other 
board member my desire to get the names of fran- 
chise holders. This other board member said, ‘You 
know what happened when we did this before. One 
dissatisfied operator met a satisfied operator and 
made the latter dissatisfied.’ However, Mr. Talbott 
told me on the phone ‘This is not final, we are hav- 
ing a board meeting and will consider your request 
further.’ [84] 

“On April 5th Mr. Talbott phoned and said he 
had prepared the data he promised for me and 
would like to bring it in. I told him it would be 
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all right with me if he cared to come in the follow- 
ing morning. I wish to make a correction. He 
ealled me April 4th and came in April 5th, and 
brought a large envelope containing various papers 
which he gave to me and said at that time the com- 
pany wanted to cooperate and would like me to ex- 
amine everything it had including the minute books 
of the corporation.”’ 

“On May 22, 1941, I telephoned the office of 
Direct-U-Systems and talked with Mr. Talbott. I 
told him he had been in my office on April 5, 1941, 
and at that time he had told me it had been the 
decision of the company to let me have free access 
to all their books and records and that I would now 
like to avail myself of the opportunity of looking 
them over. I said ‘Will it be O. K. for me to come 
out and look over the papers?’ He said, ‘Yes, in- 
deed, it’s O. K. with us.’ I said to him, ‘When can 
I come out?’ He said, ‘Any time you say.’ I said, 
‘How about tomorrow morning?’ He said, ‘Fine, 
we’ll be looking for you.’ : 

‘‘T called at the office of Direct-U-Systems on 
Beverly Boulevard the following morning, May 23, 
1941. There was no one there except Mr. Talbott. 
And that was in the front office. I engaged in con- 
versation with him in connection [85] with which 
he told me there was no patent on the board, that 
none was pending on the board. He said, ‘We never 
tell anyone the board is patented.’ He said, ‘We 
do have a patent on the rotator machine applied 
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for but that has not yet been granted. It is pend- 
ing.’ 

‘‘T said, ‘While I am here I want to examine if I 
eould all the correspondence and papers relating to 
that patent.’ He turned to the safe and said, ‘I am 
sorry, it’s locked up and I ean’t get it for. you.’ I 
asked him, I said, ‘There had been a board for a 
short time at the Plaza Hotel in San Francisco. 
Who put that in?’ He said, ‘That was either Mr. 
Brown or Mr. Burke.’ I said, ‘Will you please get 
me Mr. Brown’s file so I can look that over?’ He 
went back into a rear room and was gone for three 
minutes and came back and stated ‘I don’t know 
just where the secretary filed this. It will take me 
a little while to find it.’ I told him I was in no 
hurry, I would hike to see it. 

‘*He returned again to the rear room and after 
being away for two minutes came back again and 
said ‘I just can’t find it. We will have to get it 
for you.’ 

‘“*T asked him how they placed these ads for fran- 
chise holders and he said they placed them through 
the Pacifie National Advertising Agency, which was 
merely a name used by them and was not a cor- 
poration. I told him about [86] the sale canvass 
which had been given to C. S. Wallace, described it 
to him. He replied, ‘By George, I never saw it.’ 

‘‘T asked where A. A. Martinez was at that time 
and he said, ‘I don’t know where he is. He is not 
working for us any more. He left here last fall.’ 

‘‘A. He said Martinez had gotten into some dif- 
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ficulty. He said, ‘I had insisted that he either clean 
it up or get out and he got out last fall.’ He said 
Mr. Bryant was then their only representative, that 
he was in the Northwest and would be in Salem, 
Oregon soon. I said, ‘I want to find out who the 
successful franchise holders are. You told me I 
could get some and they were recorded in the min- 
utes of the books.’ I said, ‘Let me see those min- 
utes.’ He said ‘They are locked up in the safe and 
IT can’t get them for you.’ He said, ‘If you call 
next week in advance I will get them out for you.’ 
I said to him then, ‘Mr. Talbott, I would like to 
have a definite, specific answer as to whether I can 
get the names and addresses of these franchise hold- 
ers.’ And he said—lI can’t tell you what he said. 
My notes don’t go that far. 

‘‘Q. Go ahead. 

‘CA. We made another trip to the rear of his 
shop. He was showing me one of the rotating ma- 
ehines and stencilled or cut into the metal frame 
was the following words which I copied [86A] off 
‘Patent pending No. 161,’ which appeared as ‘Pat. 
Pend. No. 161.’ That was taken off the rotating 
machine. I told Mr. Talbott I wanted to interview 
Mr. Marshall and Miss Fawkes and himself and 
would prefer to have the three of them together 
but would handle interviews separately if it were 
more convenient. Mr. Talbott said, ‘Well, Mr. Mar- 
shall is an uncertain quantity. He is in and out. 
It is easy for Mr. Talbott and possibly Miss Fawkes 
to join in the interview, but it may be difficult to 
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get Mr. Marshall to make a definite appointment, 
that is, the joint interview.’ He said Mr. Marshall 
was in that office that morning but had gone out to 
Hollywood and didn’t know when he would be back. 
T asked Ma. Talbott to have Mr. Marshall phone me 
so we could arrange for an interview, and he said 
he would ask him to do this. 

‘*T wanted a definite answer as to whether or not 
he could give me the names and addresses of the 
franchise holders. He said ‘A definite decision will 
be given to you whether you are to be given the 
names and addresses of the franchise holders.’ Mr. 
Talbott said it was O. K. with him but it was not 
QO. K. with the other two members of the board.’’ 

I talked with Mr. Marshall on June 16th, 1941. 
He told me he had no connection at all with the 
Direct-U-Systems for the last four or five months, 
and that his only interest in the Direct-U-Systems 
was through the fact that he was a personal [87] 
friend of Mr. Talbott. He said Mr. Talbott had 
been a very dear friend of his and had done him 
several favors which he greatly appreciated, and in 
return therefor he was assisting at times in running 
Direct-U-Systems. He said Mr. Talbott’s money 
was in the company, although Mr. Johnstone had a 
little money in it, also Miss Fawkes, but that her 
share was not great. I asked him how much moncy 
was invested in the business and he said that pos- 
sibly $25,000, altogether, would take care of it.’’ 
(Page 597, Tr.) 
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‘‘T asked him what his connection with Divect- 
U-Systems had been and he said at different times 
he had served as sales manager; that he never de- 
voted full time to it; that instead of receiving a 
salary he received a commission of five per cent 
from everything that came in from franchise hold- 
ers, including any royalties that might be due. I 
asked him whether the company had ever received 
any royalties on advertising and he said that it had 
been so long since he had looked in the books that 
he wouldn’t be able to state exactly what the situa- 
tion was, in this respect. He said that it was handy 
for him to render what assistance he could to Mr. 
Talbott inasmuch as he, Marshall, officed out there 
at the time. I asked Mr. Marshall to explain the sit- 
uation of patents on the equipment of Direct-U- 
Systems and he said there were no patents and 
never had been.’’ (Page 598, Tr) ‘‘That the direc- 
tory was not patentable at this time, that many 
years ago the original patent on such a directory 
was taken out by a fellow in Munich, Germany, but 
it had run out and was no longer in effect. He said 
that the National Directory Systems and the Direct- 
U-Systems had made an effort to patent the board 
but had not succeeded. Mr. Marshall said the rota- 
tor was patented, that it had been patented possibly 
one year ago through an attorney whose name he 
thought was Coleman. I asked him whether he per- 
sonally knew of any franchise holder who had been 
able to make $6500 per year. He replied although 
he felt certain they had, none of them had ever 
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admitted it. He said [88] there was no doubt in 
his mind that Mr. Weeks, in New York City, had 
made plenty of money on his franchise and said it 
was ridiculous to beheve a man who had as many 
boards out as Mr. Weeks, was not collecting royal- 
ties on them. He said he suggested to Mr. Talbott 
that he get out of the business because it appeared 
impossible to get the operators to send in their 
rovaltics. I asked him about National Directory 
Systems, and he replied that everybody in that ecom- 
pany had made money on the enterprise. He said 
that his connection with the National Directory 
Systems was that of manager, and that he was with 
this company for practically its hfetime, and that 
while he was with the National Directory Systems 
they paid a salary and also a commission. I asked 
him if the National Directory Systems had been such 
a money maker why he had given it up, and he said 
that My. Talbott ran out of liquid eash and his 
assets became frozen and it was necessary for him 
to sell the corporation. 

‘‘On this oceasion I handed Mr. Marshall 228 
letters from Direct-U-Systems to franchise holders 
and, as Mr. Talbott had done, he looked at each 
letter and set in separate piles those letters signed 
by the various individuals. Each one of these letters 
bore the name of C. W. Talbott in pen and ink, 186 
of which Mr. Marshall told me he had signed the 
name C. W. Talbott to. Myr. Marshall said that he 
had a power of attorney from Mr. Talbott to sign 
his signature; that Mr. Talbott, being an old man, 
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generally left the office at 3:30 or 4:00 o’clock, also 
that Mr. Talbott had been absent from the office at 
that time on account of sickness. 

“‘T mentioned to him the franchise holder at Day- 
ton, Ohio, by the name of Byron Kennedy, and that 
Kennedy had not been able to make any money on 
his deal. Mr. Marshall’s reply to this was that 
Kennedy had skipped out and had no kick coming. 

‘‘With reference to A. K. Barnes, of Pasadena, 
he said [89] this man had no complaint, that they 
had done everything for him even to the extent of 
humoring him by going out and buying up an old 
automatic directory in the Alexandria Hotel. 

‘‘C, I. McReynolds, he said, was just plain nuts. 
‘He is crazy. McReynolds had ordered a board, 
refused to take it, and deliberately abandoned his 
franchise.’ 

‘Mr. Marshall said that Ralph H. Bergen also 
had no squawk, that Bergen had come down here 
and signed a contract after very careful investiga- 
tion of the business; that a splendid directory was 
in the Sir Francis Drake Hotel and the equipment 
including the rotator machine gave him no trouble. 
He said that for no reason whatever, Bergen went 
back to his old job, deliberately walking off and 
leaving the territory. 

‘‘Mr. Marshall said that Mr. Weeks, in New York, 
complained that the company would not let him 
handle the electrical works there and that no one 
could make him, Marshall, believe that he, Weeks, 
didn’t make plenty of money off of his franchise. 
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“Ralph Burke in San Francisco, he said, cer- 
tainly had no squawk coming. Burke, he said, was 
a blackmailer.’’? (Tr. pp. 603, 604.) ‘‘Mr. Marshall 
said that he, Marshall, was the one who got the 
lease on the Sir Francis Drake Hotel. He said he 
finally got the Sir Francis Drake Hotel to sign up 
and that Burke went out and sold 15 or 20 ads with- 
out any assistance from aiyone; then he just blew 
up and went back to the shoe business. 

‘‘T asked My. Marshall, ‘Who told you they placed 
the directory in the Plaza.’ He said the directory 
had been placed in there by Mr. Browne. He said 
that the company had settled with Browne over his, 
Marshall’s, protest. 

“With reference to T. E. Schutt, Mr. Marshall 
told me that this man was O.K., until the Better 
Business Bureau meddled. He said they were the 
biggest bunch of grafters in the United States, and 
if anyone should be investigated the Better Busi- 
ness Bureau [90] should. 

‘With further reference to his signing Talbott’s 
name to letters going out from the Direct-U-Sys- 
tems, Mr. Marshall stated every letter sent, out 
which he signed was the result of a discussion with 
Talbott either before it was dictated or afterwards. 
In other words, what was contained in the letters 
was based on Talbott’s opinion and judgment in the 
particular matter. I asked My. Marshall where 
Martinez was, and he said he didn’t know, he hadn’t 
been with them since right after the first of the year. 

‘“‘Mr. Marshall identified a number of letters 
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signed ‘R. Johnstone’ and said that he, Marshall, 
had placed Johnstone’s name on the letters but that 
he had discussed each one of these letters with 
Johnstone, that Johnstone knew nothing about the 
business at all and would say to him in every in- 
stance, ‘I don’t know a darn thing about it; you go 
ahead, whatever way you think best’. (Tr. pp. 
604, 605.) 

‘‘T showed Mr. Marshall a number of letters going 
out from the National Directory Systems, signed 
A. Kane, and he told me that during the time he was 
with National Directory Systems he had signed all 
the letters ‘A. Kane’. I asked him where Mr. Kane 
was, and he said he hadn’t heard from him or seen 
him for two or three years; that he was quite an 
old man.’’ (Tr. p. 606.) 

‘‘T had another interview with Mr. Marshall on 
November 7th, 1941. On that occasion I inquired of 
Mr. Marshall has connection with the Automatic 
Map Company. He said that the reason he had 
turned the old National Directory Systems over to 
Mr. Young was that he, Marshall, owed some $3000 
for paper, and so forth, in connection with the op- 
eration of the National Directory Systems and that 
he had not been able to pay these accounts. He said 
that Ralph Young took over the National Directory 
Systems with the understanding that he, Young, 
would pay off the bills, and that Young did not con- 
tinue with the National Directory Systems but [91] 
instead started the Automatic Map Company; that 
toward the end of the existence of the Automatic 
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Map Company, Young was in desperate condition 
and that he, Marshall, took about $800 worth of the 
Mioek.’’ (Pr. p. 607.) 

‘On March 31st, 1941, I talked with Mr. Marsh, 
who said that he became acquainted with My. Mar- 
shall prior to 1935; that he was an attorney and did 
some legal work for Marshall and an acquaintance 
grew up between them. That in 1935, Marshall was 
then running the National Directory Systems and 
that as a result of his acquaintance he became dis- 
trict manager for the National Directory Systems 
in the selling of franchises. He said that he made 
one or two trips to get the hang of it and finally, 
in 1935, closed his law office and became a franchise 
salesman, or rather a district manager for the Na- 
tional Directory Systems in the selling of contracts 
for franchises, and that he became the first sales- 
man the National Directory Systems ever had. That 
asa result of Ralph Young taking over the National 
Directory Systems, he thereafter became a salesman 
for the Automatic Map Company which Young had 
organized. He worked for that company until Jan- 
uary of 1940, and then went to work for Mr. Mar- 
shall in the Direct-U-Systems; that he was on the 
road for about six months and came in off the road 
about July, 1940. I asked Mr. Marsh if in all] his 
experience with the National Directorv Systems and 
the Direct-U-Systems whether he had known, or 
whether he knew at that time, of a single successful 
franchise holder. In reply he mentioned the name 
of Mr. Nash, at Newark, New Jersey. He said that 
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this man was a franchise holder of the old National 
Directory Systems and had placed three installa- 
tions. I told him that it did not appear from my 
information that Nash had been successful but on 
the contrary had lost considerable money, to which 
Mr. Marsh replied, ‘Well, he placed three installa- 
tions’. I said to Mr. Marsh, ‘We cannot judge the 
success of a franchise by the number of installations 
but by the permanency of the business and the 
amount of money the franchise [92] holders would 
be able to earn from it.’ I said, ‘Mr. Marsh, on the 
basis of a business being permanent and paying 
profits to a franchise holder, do you know of anyone 
who has been successful?’ He said on that basis 
he did not know of a single successful franchise 
holder. He further said that the National Direc- 
tory Systems were always broke. I asked Mr. March 
why he quit the National Directory Systems in 1937, 
and he said that he was in Nebraska at that time 
trying to close a deal and a report came through, he 
believed from Dun & Bradstreet, which linked Mx. 
Marshall with the company as sales manager, and 
he became discouraged and quit.’? (Tr. p. 610.) 


‘‘Mr. Marsh told me that it was true that the Direct- 
U-Systems had had lots of trouble with the rotator 
machine. I showed Mr. Marsh the photostatic let- 
ters from the hotels at Portland, Oregon, and Se- 
attle. (Government’s Exhibits 57 and 58.) He said 
he had never carried these in his kit; the only photo- 
graphs he carried were those of the Park Central 
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eabinet, the Imperial Hotel, Times Square, and Si” 
Francis Drake.’”’ (Tr. p. 611.) 

(At this time the indictment against the defend- 


ant Helen May Fawkes was dismissed by the Court. 
@, 6138.) [93] 


By Mr. Neukom 

“The Government now rests.’’ 

Whereupon motions were made by each of the 
respective counsel for dismissal of the indictment as 
to each of the remaining defendants and a motion 
for the court to instruct the jury to find each de- 
fendant not guilty upon each count in the indict- 
ment. 

Whereupon Count 6 and Count 7 were dismissed 
as to each of the defendants and an exception noted 
for the refusal of the Court to dismiss the remain- 
ing counts as against each defendant. 


Whereupon 
RALPH YOUNG 


called as a witness on behalf of the defendants tes- 
tified as follows: 


(P. 631) At one time J owned the National Di- 
rectory Systems acquiring a controlling interest in 
it in Mareh of 1938. I sold the design patent which 
is Government’s Exhibit 30, to a man by the name 
of Caldwell. I put m a good deal of work improv- 
ing the device. (P. 634) 

(Here the witness goes into detail as to the 
improvements which he made.) 
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This equipment is custom built in each case. There 
is no possibility for equipment being built for one 
person and utilized by another without its complete 
correction. The map would be useless if moved into 
another hotel because the hotel is the center of that 
map. The cabinet and equipment weigh between 400 
and 500 pounds. The wood is solid hardwood not 
veneer. In this particular case, it was walnut. The 
developments and improvements were consistent. 
We never stopped developing. 

(Here the witness gave the various items of 
expenditure for the various parts of the board.) 


I have had experience selling advertising to dif- 
ferent merchants in different parts of the United 
States. Certain spaces [94] were reserved as free 
installations on the map for points of public in- 
terest. 

Cross Examination 
By Mr. Neukom: 

I do not know whether anyone is still operating 
these maps or not. I do not have any of the books 
and files. At different times I received royalty pav- 
ments from operators of the Board. A profit could 
be made if we sold only half of the spaces on the 
board. (P. 653) Of course if a man could not make 
anv money out of this device it was not of anv value 
to him. (P. 657) Sometimes it took from 30 to 
90 days to make a cabinet. I do not believe the Na- 
tional Directory Systems franchise holders made 
any money but I thought at the time that 40% to 
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o0% were successful. I bought the National Direc- 
tory Systems stock, that is 75% of it, for $8500. 
Sales got between 10% and 15% commission. I 
am not sure but I think Mr. Flagg is the only one 
who ever sent me in any royalties. Outside of the 
Boston installation, I don’t believe that I received 
any rovalties during the time I operated the Auto- 
matic Map Company. (Tr. p. 660.) I received a 
letter dated January 22, 1940, from Mr. Glagg 
of Boston; this is the same Mr. Flagg of whom I 
have testified, from whom I have received royalties. 
(Tr. p. 670.) Here the Government introduced in 
evidence the letter referred to, being Government’s 
Exhibit 79, as follows: 

‘Dear Mr. Young: 

“Thank you for yours of the 19th. I wish you 
were right on the figures you quote in same, but 
unfortunat:iv you are not. Instead of selling 60 in 
Boston it was less than 35, and instead of 40 in 
Proy.’’—I assume it is Providence. 

Mr. Stoddard: Yes. 

Mr. Neukom: (Reading): -——‘‘It was just over 
20. In other words, around 55 contracts in a little 
over 9 months, and some of those for only 6 months. 
Two of us have been here since the day after Christ- 
mas, and one week three of us were here, and we 
[95] have only sold 10 contract,’’—— 

Gentlemen, this letter is on the stationary of some 
hotel. apparently, in Hartford, Connecticut. 

——‘‘to date or $850, and deduct hotel bills and 
carfare of $4.00 a week apiece, and you will get our 
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picture. I think this proposition shows Fred and 
I a profit of $2400 December 31st, without either 
of us drawing out a cent for living expenses or sal- 
ary. We have stuck to it, feeling that we would 
probably go in the hole the first year but if it was 
anv good it would be easy to renew these accounts 
next year, get more, and perhaps in a few years 
we would have something. 

‘‘Now, deduct my expenses down here for five 
weeks and see what we have left. 

‘Tf the customers we have on the Boston board 
were satisfied with the service, if it was bringing 
them business, and if they would pay us what they 
owe us, we would feel better. We are after them all 
the time to pay up, and by a big majority thev 
want us to forget their contracts and take their 
names off. 

‘‘T forgot to tell you that $2400 profit on the other 
side was a paper profit (mo allowance for bad 
debts. ) 

‘*Now, I have definitely made up my mind, and I 
think after due consideration that this proposition, 
as we have it, will never make anv money for us, 
and I am not going to spend any more of my money 
after I finish in Hartford to put other boards out 
in other New England cities. It is just foolish. 

‘In the first place, this idea is not new. Fifteen 
vears ago they tell me they sold one down here to 
be placed on a street corner near the depot. A num- 
ber of these merchants went for it—electric hghts, 
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and all. The kids were the only ones to use it, and 
they soon broke it up. 

‘‘In your letters you suggested depots and air- 
ports. What do you think kids would do to one 
of these in the South Station [96] in Boston. I 
tried getting a lease there, and where it would be 
seen and used, and they wanted $10,000 rent. That 
is no ideal dream. Of course they said I would have 
to take much more, very much more space than we 
needed. 

‘‘Large stores in every city we have been in just 
laugh at this idea. They are not interested in the 
type of traveller stopping at these small city hotels, 
just passing through. In large buying centers, like 
Boston, New York, Chicago, ete., I still think it 
has merit in good hotels. But hotels as this one, 
filled with salesmen and insurance men, conventions 
made up mostly from Connecticut people, ete. I 
must agree after staying here five weeks, if I was a 
merchant I wouldn’t go for it at $85.00 a year. 
$25.00 would be top. Now, that leaves certain kinds 
of doctors, automobile concerns, and such. These 
hotels, most of them, won’t let vou put on eating 
places, package stores, beauty parlors, ete., and the 
latter are hard to get anyway, because they always 
have one in the hotel. In fact, most stores that 
naturally do business with hotel people are either 
in the hotel or right near it and are paying high 
rent to get that business, and try to get them to 
pay any more for our service.”’ 

I will skip some, gentlemen. 
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‘‘Of course, your price on these boards is way out 
of line and that would have to be adjusted. If that 
board in the Copley had to’’—— 

J can’t read this word. 

——‘‘for more than $350, I wouldn’t think so 
much of the proposition. You could get three banks 
in Boston, if you could get any; Springfield, 2; 
Lowell, 1. God, there are plenty of them if you 
eould work it, and they would repeat. It wouldn’t 
be hard selling, and you could keep a bunch of sales- 
men working if you had the right setup. I believe 
vou could in most places [97] get #50 a year, but 
you would need a 25 per cent commission for your 
salesmen. 

‘‘Say vou could build a 50 space board for $250 
and a 100 space board for $350, your cost, you 
charge us the cost of the board so you have no in- 
vestment, and then take 5 per cent royalty, and we 
put out 25 or 50 in New England and keep building. 
We have got to get the hig slice to cover selling 
eosts. You wouldn’t have anv books to speak of to 
get out, use the same books over and over, just ht- 
tle working cabinets for salesmen. 

‘‘Now, if we could work out something like this, 
and could put it over, we would both make some 
real money, and over a period of vears I don’t be- 
lieve it would be necessary to pay the banks any- 
thing for rent, give them free their location and all 
their branches, and we could show on the map. Of 
course, if they insisted on rental we could write 
that in whatever they insisted on. But sell them on 
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the idea of service to their customers, their branch 
locations.’’ 

Skipping. 

“T would like to know what you think of this idea 
as soon as possible. Unless I am erazy it looks to 
me as if it had real merit, and the present one has 
httle or none. INKindest regards. 

‘Sincerely yours.’’ 

(Tr. pp. 671, 672, 673, 674, through line 7 of 675.) 


Redirect Examination 
Sometimes people collected inonev from the board 
and then walked off and never sent any payments 
in to me. We had the same method that the Direct- 
U-Systems had. (P. 680.) We did not sell the ad- 
vertising boards. We sold them franchises. 


CHARLES W. TALBOTT 


ealled as a witness on behalf of himself, testified as 
follows: 


IT am one of the defendants in the ease and had 
been [98] connected with the National Directory 
systems at one time as president. (P. 682.) I did 
most of the mechanical work on the cabinets. Some- 
times the wooden rollers and rubbers would mar the 
eards and they would become discolored. Then a Mr. 
Painter, an engineer, now in the Army, was em- 
ploved to make mechanical corrections. I think that 
drawings were submitted to the Patent Office on 
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this animator device but so far as I know it had 
not been patented. I never represented to anyone 
that it was patented. I recall a [98-A] conversa- 
tion with Mr. Schutt in the presence of Mr. Mar- 
shall. I introduced Mr. Marshall and not as any- 
body else. I told them he was General Manager of 
the company and that was ‘true. Mr. Marshall 
looked after the business, the correspondence, and 
practically all of that business of that nature. (Tr. 
p. 690.) Mr. Painter was our engineer on this de- 
vice, and I think I introduced Mr. Marshall to Mr. 
Schutt half an hour after I introduced Mr. Painter 
to him. The Schutts said they were dissatisfied 
and wanted their money. Mrs. Schutt did the tallk- 
ing. There were various conversations with these 
people. He said he had been told by the salesmen 
Morgan that there were no other devices like this 
out and I told him Mr. Morgan should not have 
made that statement. Schutt said he was not inter- 
ested in looking at the work nor any improvements 
that were going on. AJ] he wanted was his money 
back. They made a demand for their money and I 
told them JI could not give them an answer as to 
that, that that would have: to be passed on by all 
of the members of the board of directors. (Tr. p. 
698) 

I never told either Schutt or his wife that they 
would be given a check for $1500. I did submit to 
them a repurchase agreement and told them it would 
be thirty days if they wanted to enter it before one 
of our men could be in the territory. I told them 
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we could not put another man in that territory as 
long as they had the contract, and I do not agree 
with their version of our conversation. [ know that 
Mr. Marshall frequently signed my name to many 
letters that were sent out. Sometimes I was familiar 
with this correspondence. We supplied five units of 
equipment to Mr. Weeks in New York. (P. 702) 
There never was any time when equipment was re- 
quested by a franchise operator that the equipment 
was not furnished and we were at all times finan- 
cially able to supply the equipment ealled for. Nor 
did I ever tell anybody to represent that this de- 
vice was covered by patent. No new contracts have 
been made [99] since the Government required us 
to. turn over our books and records. I received 
the following letter under date of October 17, 1940: 

(Defendant’s Exhibit No. 3-M.) 


“Dear Mr. Talbott: 

“Tt is @ real pleasure to write ‘you thismfemer. 
The directory arrived today and is in operation 
though not on public display. The hotel engineer 
was very busy so my salesman and I set the direc- 
tory up in one of the hotel parlors. 

“Tt is even more beautiful than IT had expected 
and is operating perfectly so far. I like the 8x10 
eards very much, and so have those.who have seen 
them. Mr. Beres is pleased with everything and 
wants a couple of cards made for other hotel ac- 
tivities. We will have the photos taken as you wish 
and T will probably have some newspaper publicity 
too. 
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‘‘Everyone who has seen the directory has been 
delighted with its beauty and with the service it 
offers. There is just one improvement that I would 
like to suggest at this time. There should be some 
provision made to better light the face of the di- 
rectory and subseriber listings. What do you rec- 
ommend ? 

‘“‘T am enclosing three other contracts we have 
sold since I last wrote vou. Also the actual con- 
tract for Dr. Burkhardt whom we already have 
listed. I would like to have your artist write a suit- 
able card for Al Allen Dancing Academy. I will 
write you as we proceed. Yours very truly, Byron 
Kennedy ,‘‘Direct-U-Systems of Ohio. 

“PS. Please write a card for Gem City Hat 
and Shoe Rebuilding Co.”’ [100] | 


T would say we spent around $1,000 in the devel- 
opment of the rotator or animator. (P. 723) I think 
there were eight or ten franchises sold in addition | 
to those that had been testified about. I would say 
Mr. Kennedy was a satisfied customer and I do, not 
know that he ever abandoned the board., I think 
Mr. Marsh made the sale to Mr. Kennedy. I am 
not sure as to the amount, whether it was $750 or 
whether it was $1500. I remember a sale having 
heen made to Mr. Broderick of Detroit—TI think the 
amount involved was $1500. From his first letter I 
would sav that he was successful, but from his last 
letter he began complaining. I recall a sale to one 
B. W. Helm, for the State of Wisconsin. T think 
Mr. Marsh made that sale and the amount involved 
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may have been $1500. I don’t think the installation 
was ever made. I do not recall a sale to a man by 
the name of Maurice Bright of Minneapolis. I do 
recall a sale to one James Gregory of Madison, Wis- 
consin—the amount of money involved in that sale 
may have been $1500. I was ill about this time and 
a number of those things did not come to my atten- 
tion. My illness took place in August of 1941; prior 
to that time I had been in fair health and closely 
associated with office affairs. (Tr. pp. 731, 732.) 

I think I remember a sale to Mr. E. F. Bader, but 
T don’t remember the amount—it probably was $750. 
I remember a sale on December 29th to J. H. Hil- 
lard of Dallas, Texas. I think he put up a deposit 
of something hke $250 or $300. I do not remember 
a sale to Bernard Ghio of Texarkana, Arkansas, but 
I would not say that there was no such sale. I re- 
member a sale on Juanry 17, 1939 to E. J. Cheetam 
of Independence, Missouri. As I recall, the amount 
involved was $1500—I think it was made by Mr. 
Martinez. I remember a sale on September 14, 
1939 to George M. Humbrecht of St. Louis. I do 
not recall exactly the amount of this sale but it may 
have been $1500. I remember a sale on or about 
January of 1940 to one Robert Langstaff of Pitts- 
burgh, Pennsylvania. I’m not quite [101] certain 
as to the amount but I think it was $1500.” (Tr. pp. 
733, 734.) 

IT reeall a sale to Edith I. Fitch of Palm Beach, 
Florida, on February 10, 1940, in the sum of $1500 
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—I think Mr. Wallace made that sale. I remember 
a sale on February 20, 1940 to Wilbur Eason, Jr., 
of Amarillo, Texas. Mr. Martinez made that sale 
and I think, perhaps, the amount involved was $750. 
IT recall a sale on April 5, 1940 to J. E. Wagoner 
of Kansas City, Missouri. Mr. Martinez made that 
sale and the amount involved, as I recall, was $1500. 
I do not recall a sale on or about April 17 to T. C. 
Jones of Lynchburg, Virginia. There may have 
been such a sale made by Mr. Wallace for the sum 
of $1500—I am not sure. I think I recall a sale 
made about April 23, 1940 to R. H. Michaels of 
North Liberty, Indiana. (Tr. p. 735.) 

I believe Mr. Brvant made that sale and the 
amount involved may have been $1500. T think I re- 
eall a sale made on May 29, 1940 to M. A. Green 
of Franklin, Tennessee. The amount involved was 
$1500, if I recall correctly, and I think Mr. Martinez 
made the sale. I recall a sale to K. R. Lawless of 
New Orleans, for the State of Louisiana. The same 
was made by Mr. Martinez and I think the amount 
involved was $1500. (Tr. p. 736.) 

In December of 1940, a sale was made to one 
Phillip G. Bittener of Spokane, Washington. I’m 
not postive, but I think Mr. Bryant made that sale 
and the amount involved was $1500. A sale was 
made December 12, 1940 to one E. M. Groble of Spo- 
kane, Washington, for the territory of the State of 
Oregon. Mr. Bryant made that sale and TI think it 
was for $1500. I wouldn’t know how many persons 
whose names have been enumerated were success- 
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ful in their venture. I was familar with some of 
the files and records—the files were in the office at 
all times and I had access to them. (Tr. p. 737.) 

Upon numerous occasions I had met with the 
board of directors and all of the contracts I have 
mentioned here were [102] approved. I was also 
present at the meetings of the board of directors 
when all of the employment contracts for Mr. Wal- 
lace, Mr. Morgan, Mr. Bryant, or M1. MacNeil and 
all other salesmen were approved. The board of 
directors consisted of mvself, Miss Fawkes, and 
Robert Johnstone. Johnstone was about the busi- 
ness very little—he knew very little about it. (Tr. 
p. 738.) 

It is true that the majority of the meetings of the 
board of directors were held by Miss Fawkes and 
me. As a usual thing the corporation paid its ob- 
ligations promptly. (Tr. p. 739.) 

The directories which I have mentioned or testi- 
fied about at Evansville, Indiana, Minneapolis, and 
the Cosmopolitan Hotel at Denver, are all imstalla- 
tions that have been made subsequent to this inves- 
tigation, that is to say, the franchise was made be- 
fore the investigation but the installation itself had 
not been made. I do not recall among the 32 sales 
mentioned how many boards had been built—our 
shipping records would show. All of the records and 
files of the corporation were delivered to Mr. Hd- 
wards, the Postal Inspector. (Tr. p. 741.) 
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called as a witness by the defense, testified as fol- 
lows: 


I was employed by the Direct-U-Systems as a 
salesman and started in 1988 and worked up until 
the time of the Government’s investigation as such 
but not since. I remember Mr. Burke who visited 
me in San Francisco at the El Cortez Hotel. I 
showed him the small model he had of the cabinet 
and typed him up figures showing what he should 
make. I agreed to get salesmen for him and got 
them. (P. 753) Then I told Mr. Burke to go home 
and think the deal over. (P. 758) and later he 
brought his wife in and I went over the proposition 
with them again and a contract was signed and he 
gave us the check and I mailed the check to the com- 
pany. (P. 761) I went around to some of the hotels 
and I got some leases for him. (P. 764) I trained 
the salesmen to the hest of mv ability; showed them 
how to sell it and how [103] to present it. This was 
after he had signed the contract and turned over 
the $1,000 to me. The usual agreement acknowledg- 
ing the work that we had done was signed by Mr. 
Burke. I never told Mf. Burke one wavy or the other 
whether the device was patented, but I carried in- 
formation with me to show that the company was 
actually in operation. (P. 770) and I remember Mr. 
Brown and the conversation I had with him was 
about the same as with evervbody else and I sent his 
money in to the company. (P. 775) I never to my 
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knowledge misrepresented any of the equipment or 
the deal while I was connected with the company. 


Cross Examination 
By Mr. Veale: 

Prior to the time that I became associated with 
the Direct-U-Systems I had been associated with 
the National Systems. I became associated with the 
National Systems about two months after they 
started. I went out and contacted the hotels, tried 
to get leases on hotels, and then went around and 
called on some of these people and tried to help 
them get their sales force and train them and help 
them with it any way I could. Yes, the people I re- 
fer to were those who had purchased franchise 
leases. I became familiar with the methods of op- 
eration of the National Systems—lI studied it. The 
plan was quite similar to the Direct-U-Systems— 
the method of doing business was practically the 
same. The National Systems ran ads in the papers, 
which were answered by various people and then let- 
ters were written to the various prospective pur- 
chasers when replies had been received from these 
ads. I had nothing to do with the preparation or 
publication of the ads. I knew they were running 
different ads in different places. (Tr. pp. 780, 781.) 

I have seen some of the ads because lots of times 
I would show them the ad and ask them if they 
had received that ad. I afterwards became a sales- 
man, selling purchasing agreements or franchise 
agreements—I made quite a few sales. If I remem- 
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ber correctly, the first sale I made was at Toledo— 
that was in [104] February of 1936, and that sale 
was made to a man by the name of C. I. Malley; 
I think the amount involved was $1500. (Tr. pp. 
782, 783.) It was a fixed plan of the company to 
sell two cabinets; I never tried to sell a deal unless 
they had to take two boards. I made a sale in 
March of 1936 to a man by the name of E. F. Mal- 
ley; if I remember rightly there was $1500 involved 
in this sale. (Tr. p. 783.) 

In June of 1936 I closed a deal in Pittsburgh, 
and I wouldn’t swear to the man’s name—it might 
have been John Hartley. I think the amount in- 
volved was $1500. In August of 1936 I met a man 
by the name of R. H. Nash, of Maplewood, New 
Jersey. I cannot remember what territory we sold 
him, nor the amount involved but I suppose it was 
$1500. (Tr. p. 784.) 

Jn September of 1936 I met a man by the name of 
C. E. Bowers, Jr., in Baltimore, Maryland. I can’t 
remember what territory was sold nor the amount of 
money that was involved—it might have been just 
like the other, $1500. In September of 1936 I sold 
Mr. Harry Wood of Tacoma Park, Maryland, the 
territory of Rhode Island and Boston—there was 
$1500 involved in that transaction, if I remember 
correctly. (Tr. pp. 785, 786.) 

In September of 1936 I sold the territory of Phil- 
adelphia to one L. L. Edwards at Bavside, New 
York. I then met a man in Washington and told 
him that if he was interested, I had the Philadel- 
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phia territory open. I sold him the territory, I 
think, for $1500—whatever it shows on the records. 
Gir p.."S6,. TS) 

In September of 1936 I sold W. H. Northnagle of 
Baltimore, the territory of Maryland. I was asking 
him §1500—I don’t know what I did take, to tell 
the truth about it, but I know that I sold it. On Oc- 
tober 20, 1936, T may have sold H. B. Row of Aber- 
deen, West Virginia, the west one-half of the state 
of Virginia. If the records show I did, I did. As I 
say, I don’t remember all of these names of these 
different people. I am not sure that $1500 was [105] 
involved, but if I sold him the territory that’s what 
TI asked him. (Tr. pp. 788, 789. 

In January of 1937 I met one 8. L. Cohn at New 
Orleans, and sold him that portion of Louisiana 
south of St. Charles; the amount involved in that 
deal was $1500. In March of 1937 I recall having 
sold W. D. Oliver the territory in Texas of Dallas 
and Fort Worth; I do not recall the amount that 
was involved in it but it was probably $750. (Tr. 
p. 789.) 

In that same month of March, 1987, T sold to one 
C, D. Murray of San Antonio, Texas, a portion of 
Texas mnmediately surrounding San Antonio. I 
remember the deal and I suppose the amount was 
$1500. On April 9, 1937 I met one J. Kendrick 
Jones of Houston, Texas, or James, and sold him 
the territory of Houston, Texas for the sum of $750. 
In July of 1937 I sold Mr, A. M. Gonzales \onaec- 


United States of America 299 


(Testimony of Albert A. Martinez.) 

attle the territory known as the State of Washing- 
ton, for the sum of $1500—at least I suppose that 
was the deal. (Tr. p. 790.) 

In August of 1937 I sold Mr. I. W. Smith of Se- 
attle the territory known as the State of Oregon, 
for the sum of $1500. In each of these sales that you 
have mentioned I used the same or similar tactics 
as were used in selling Mr. Burke—I had one setup, 
and that is all I went by. (Tr. p. 791.) 

At the time I approached these various men whose 
names vou have just called I had knowledge of the 
advertisement that they had answered. I had to 
have that in order to know how to approach them; 
there was no other way to get them. I tried to go 
over the proposition with them, from start to fin- 
ish, so that they didn’t have anything—I hit on all 
these questions so that they didn’t have anything to 
ask me after I got through. I was thoroughly fa- 
miliar with the plan of operation of the company. 
Girt po. 193.) 

I would show them the profit they could make 
off of [106] one board if they put it in; then it was 
up to them, if they put in more boards they made 
more profit. When I first went out I think I started 
out on 20 per cent and a certain percentage of the 
money they received, that is, 20 per cent of the sales 
plus so much of the royalty. (Tr. p. 793.) 

When the old National Directory went out of 
business, if I remember rightly, there was a period 
of three or four or six months that we were out 
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of business; in fact, I wouldn’t go out on that 
kind of a proposition so they agreed to give us 
30 per cent—a straight 30 per cent; even then I 
couldnt make any money. (Tr. p. 794.) 

If I remember rightly, they wrote me once or 
twiee they were giving me eredit for a royalty, or 
whatever they collected. It was so little I didn’t 
pay any attention to it. During the period be- 
tween 1936 and 1938, I only received small royal- 
ties on two occasions, despite the fact that in the 
eourse of that time I had sold in excess of $20,000 
worth of franchises. I never inquired as to why 
I had not received anv royalties—I was not in- 
terested much in that; I was interested in getting 
my 20 per cent at the time I made the sale. (Tr. 
p-. 796.) 

After I became connected with Direct-U-Sys- 
tems I was on the road quite a while and I must 
have made a number of sales. I sold Mr. Browne 
in August of 1938 for $1500. I do not have any 
idea of the aggregate number of sales made and 
the aggregate amount—I never kept track. It 
seems to me that I closed the territory of Muinne- 
sota but I do not remember the man’s name; I 
might have received $500—I don’t remember. I 
recall having, on November 30, 1938, sold Mr. 
James Gregory of Madison, Wisconsin, the territory 
known as Southern Wisconsin and the amount in- 
volved there, I suppose, was $1500. (Tr. p. 798.) 

I remember one E. J. Cheatham of Independence, 
Missouri. J sold him the west half of the State 
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of Missouri; as [107] to the amount involved, I 
don’t remember. On April 11, 1939, to R. A. Burke, 
one of the witnesses here, I sold the territory of 
San Francisco for $1500. In February of 1940, 
I contacted a man by the name of Clayborne Eason, 
Jr. of Amarillo, Texas, and sold him the territory 
known as the Texas Panhandle; the amount in- 
volved might have been $750. Five days later, 
I sold Mr. Burke of Amarillo, Texas the territory 
of the State of Oklahoma—I suppose the amount 
involved was $1500. I remember meeting Mr. J. E. 
Waggoner of Kansas City, Missouri, and sold him 
the northwest portion of the State of Missouri; 
I suppose the amount involved was $1500. I may 
have sold M. A. Green at Franklin, Tennessee, the 
territory known as the State of Tennessee; as I 
say, I can’t remember—I suppose that he was sold 
for the sum of $1500. I do not remember the name 
of R. M. Lawless of New Orleans—I meet so many 
people. I would not say that I did not sell to 
him the territory of the State of Louisiana. If the 
records show that I did, I did. (Tr. p. 802.) 

In each of these sales I used practically the same 
sales talk that was used in selling Mr. Burke. We 
just had one sales talk, you know; that is all we 
Gam do, (Tr. pp. 802.) 

To a certain extent I was familiar with the plan 
of operation of the Direct-U-Systems; I knew that 
they answered an ad, or else I wouldn’t call on 
them. I never talked much about the ad—I would 
call them up and ask them if they got a letter from 
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the company, and that I was there and would like 
to show them the deal. I never referred to the 
ad when they got there, very seldom, unless they 
brought it up. The home office would send me 
the letters that these fellows had answered the 
ads. They would send me the letters, so when I 
would call them in I would ask them if that was 
their letter. Sure, I had the letters. They didn’t 
ceive me a list, they just sent me the letters. I 
suppose the home office had written the prospective 
purchaser, I don"t know. [108] 

I have seen some of these letters. (Tr. p. 804.) 


LLEWELLYN F. MARSH 


called as a witness on behalf of the defendants, 
testified as follows: 


I am one of the defendants in this case and was 
emploved by the Direct-U-Syvstems in 1940 as a 
salesman. I was given a commission on the busi- 
ness that came out of the territorv and paid my 
own expenses. I had a 35% commission. I had 
a miniature model which I used as a salesman. 
I never represented in any of mv sales that the 
eabinet was patented but I had.heard that the 
company was trying to get protection on.the ro- 
tater. Nobody ever instructed me to make any 
misrepresentations and I never made any. I am 
sure the photographs of an installation in my kit 
was photographs of an actual one. I remember 
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Mr. Barnes of Pasadena. Everything was com- 
pletely outlined to him and he told me he had 
checked the company and some pretty nice things 
had been said about it; that he had a report from 
Dun and Bradstreet. I never had any corre- 
spondence with Mr. Schutt nor with Mr. Weeks nor 
anv knowledge of any correspondence being car- 
ried on by Mr. Bergen and the company. 


Cross Examination 
By Myr... Veale: 

I first met Mr. Marshall some time prior to 1935; 
at that time I was practicing law. I had a con- 
versation with him as the result of which I went 
on the road for the National Directory Systems. 
I knew how they came in contact with their pros- 
pective purchasers. I was told an advertisement 
was to be sent out, run in papers, and then I was 
to contact them. If the advertisement brought any 
replies the prospective purchasers would be turned 
over to me. I[ had occasion from time to time to 
See those advertisements. Very often, the person 
who replied would paste the advertisement on his 
letter. I don’t recall just exactly the wording of 
the ad but I think most all of the ads said $6500, 
reasonably $6500 expected, or something like that. 
I don’t remember the [109] exact wording of the 
ads, but it was to the effect that you could rea- 
sonably expect $6500. I had a 25 per cent arrange- 
ment with the National Systems, for compensation, 
and was to participate in the royalties to the ex- 
tent of 25 per cent. As a result of my endeavors 
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with the National Systems I made quite a few 
sales—I do not know how much. It doesn’t seem 
to me as though I sold forty-five people, but if you 
have the records there, why, I suppose I did. I 
would just have to guess at the aggregate amount 
of sales in money that I made; it could be that 
the amount is in excess of $55,000. If there were 
45 sales, it could be, because most of the sales were 
$1500, and ran over the period from December, 
1935, through the year 1937. I severed my con- 
nection with the National Svstems in February of 
1938. Mr. Young became the owner of the National 
Systems and later Mr. Young and Mr. Bushnell 
formed a new company known as the Automatic 
Map Company, and I became associated with that. 
Ci p82.) 

In that venture I received commission of straight 
35 per cent and was to receive a percentage of the 
royalties. I was employed by that concern from 
about May, 1938, up to January 1, 1940, and sold 
quite a number of people the Automatic Map fran- 
chise. My recollection is that there were about 
19, maybe 18 or maybe 20. I do not recall the 
aggregate amount of money involved in those sales, 
but since my memory has been refreshed, it could 
have been $24,960. I did not receive any royalties 
from the National Directory Systems, and the same 
is true of the Automatic Map Company. (Tr. p. 
O20.) 

In 1940, I became associated with the Direct-U- 
Systems. I made three sales, and one proposed 
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sale—the aggregate amount of the sales was $3750. 
My approach and manner of contact with the va- 
rious purchasers in the Direct-U-Systems was prac- 
tically identical with the Automatic Map Com- 
pany, except that it had an added feature since 
we gave the subscribers for the space an additional 
eard without charge. The Direct-U-Systems had 
marvelous equipment. (Tr. p. 833.) [110] 


NORMAN H. MARSHALL 


called as a witness on behalf of the defendants, tes- 
tified as follows: 


I am the Marshall named as the defendant in 
this indictment. I live in Los Angeles. I became 
interested in the directories at the inception of the 
National Directory Systems in 1935, but with the 
Direct-U-Systems when it was organized in 1938. 
I have always been interested in advertising and 
this is a unique advertising and required consider- 
able development and I just worked at it. It was 
from my original idea that the bulletin board was 
aS we see it here today and improvements were 
constantly sought on it by me. (P. 836) Every bit 
of money we could get hold of was used in im- 
proving the device and we spent many thousands 
of dollars on this. I have been in and out of 
activity with the Direct-U-Systems several times 
and in fact we shipped one installation about three 
weeks ago. While I was with the Direct-U-Svys- 
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tems I was the sales manager. These salesmen 
were instructed in detail with reference to this 
device. The salesmen were paid on commission 
which ran from 25% to 35% depending upon their 
expenses. We had leases on Canadian National 
hotels and were negotiating in Mexico. There were 
more than half a dozen salesmen altogether. The 
assemblying of one of these devices required the 
services of different kinds of skilled workers. These 
eabinets were all individually built to suit the 
individual customer. We tried to make the cabinet 
match the hotel wood. We had credit with every- 
one. We were never turned down for eredit, that 
{ know of. We had eredit with the Hollywood 
State Bank. However, none of the equipment was 
sold. The company retained title. (P. 845) We 
paid the expenses of shipping the machines which 
were sent cither by express or truck. We were 
advised by attorneys that we had a right to put 
‘*Patent Pending’’ on the machine but as soon as 
we found out there was a question about it we 
quit it (P. 848) and we have never represented 
that it was patented. I never met Mr. [111] 
Weeks. (P. 850) But I did meet Mr. Wallace who 
was employed as a salesman. I do know that Mr. 
Weeks actually got installations of the machines 
and I know they worked although I never went 
to New York about it. I have seen this particular 
machine working satisfactorily in Minneapolis and 
Denver. Had I thought the machine was a fraud, 
I would not have had anything to do with it. I 


United States of America 263 


(Testimony of Norman H. Marshall.) 

met Mr. Schutt and his wife. (P. 854) I had one 
conference with them. They wanted their money 
back and it was explained to them that it was 
not the policy of the company to give the money 
back. No suit was ever filed against me or the 
company in connection with them. I met Mr. 
Whitby in Oakland and I explained the proposi- 
tion to them. I never ordered any machines. I 
remember Mr. Burke and the upshot of our nego- 
tiations was that he entered into a repurchase agree- 
ment and we built a cabinet for him, installed it 
in the Sir Francis Drake Hotel and the company 
serviced it for over a year but he lost interest 
in this activity. Whenever we found any defects 
in this machine we endeavored in every instance 
to correct them. (P. 860) I talked to Inspector 
Edwards about patenting the machine; and told 
him certain parts of it could not be patented but 
I did tell him we were endeavoring to secure pat- 
ents on the animator and paid a considerable 
amount of money to a patent attorney in Washing- 
ton. The reason we had the verification form put 
on the contract was that we knew salesmen were 
inclined to elaborate upon things and the company 
tried to know for itself whether certain things had 
been called to the attention of the lessee. I never 
instructed any salesmen to nor approved of mis- 
representations. (P. 865) We sent written instruc- 
tions to lessees so that they might operate satis- 
factorily. We sent this document, (Defendant’s Ex- 
hibit 3X to the lessees to enable them to make sales. 
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DEFENDANT’S EXHIBIT No. 3X 


Sales Manuel 
Yor 
Direct-U-Systems 


This sales manuel is a compilation of well known 
and seasoned Sales Principles to-gether with spe- 
cific data on the method of selling the service of 
The Direct-U-Systems. 

% ¥ oe 

It is for the use of our Franchise Operators and 
Salesmen, that they may better acquaint the mer- 
chant with the many advantages to be found by 
the use of,— 

Direct-U-Systems. 
% zy % 

We do not suggest that our salesmen use the 
canvass as given herein as a sterotyped story, use 
the information But put it in your own verbage. 

Distributed by 

Direct-U-Systems, Ince. 

Direct-U-Building 

7225 Beverly Blvd., 

Hollywood, California. 
D-15 

To those of our salesmen who have had previous 
selling experience, Greetings; 

To those of you who are about to embark on a 
new career, We Welcome You. 

You are entering a field where every man has 
an equal opportunity, and where the heights to 
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Defendant’s Exhibit No. 3X—(Continued) 
which you attain are limited only by your own 
ambition and desire to succeed. 

You are about to enter a profession whose mem- 
bers as a class, are the highest paid men on earth, 
The Specialty Service Salesmen. 

There is no mysticism about selling. It is mostly 
common sense, knowledge of your product, pre- 
senting the facts in the proper manner to as many 
people each day as possible, the will to work and 
the desire to succeed. 


ee * * 


We furnish you with the tools of your trade and 
instruct you in their use. 

If you will but follow these instructions you will 
be happy and successful in your career, and satis- 
fied with the niche you carve out for yourself. 


* * * 


You must know your product Thoroughly, study 


ee ee 22: 
it constantly. Learn all you can about it, that you 
may become an expert in all things pertaining to it. 

Sell yourself on its merits. Know that what you 
have to offer is of real benefit to your customer. 

Remember that the man who tries to sell that 
in which he himself does not believe is Dishonest. 

* Be * 

Many salesmen approach their prospect with an 
air of apology. They hesitate to take his time, 
and feel that an interview if granted, is a great 
favor conferred upon them. This is entirely wrong. 
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Yours is an honorable ealling, and the work you 
are doing is of distinct benefit to your customer. 

Ask yourself these questions: 

‘“Why does the prospect maintain an office or 
conduct a business ?”’ 

‘“Why do I wish to talk to him?”’ 

The answer to the first question is, ‘‘Because he 
wants to make money and for no other reason.”’ 

The answer to the second question is, ‘‘ Because 
you want to tell him about something that will 
make or save him money.”’ 


Isn’t that the very thing for which he maintains 
his store or office? If so why hesitate to call upon 
him when you are about to aid him in doing ex- 
actly what he is there for. 

You wouldn’t hesitate to call on him, no matter 
how busy he might be, if you wished to make a 
purchase, because he makes a profit on your pur- 
chase. In your ease he makes the purchase from 
you, but he also makes a profit when he buys what 
you have to offer. 

* ee * 

Once you have that knowledge firmly fixed in 
your mind, all fear and hesitation vanishes. The 
spirit of service enters into your conscientiousness 
and making calls becomes a pleasure. You are 
doing something for your customers, not to them. 


* * * 


Direct-U Salesmen are in a new business and 
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have no competition. Tley are making friends and 
building for themselves a permanent income. 

* * * 

Re-orders from your customers who, onee sold, 
will never again be without Direct-U-System serv- 
ice means your future income is assured. 

* % ee 

A salesman has been defined as ‘‘one who induces 
a person to buy something he does not want.’’ This 
is true in a sense and perfectly proper, provided 
the purchaser benefits thereby. 

While it is true that most people do not know 
what they want, no one should ever be sold that 
for which he has no use, and which does not bene- 
fit him more than the money would if otherwise 
spent. 

* * * 

Nothing is worth selling that would not sell it- 
self if all the facts were known and fully under- 
stood. 2 

Therefore your job is to present the facts clearly 
and concisely. 

Speak plainly and distinctly. 

Be sure the prospect hears and understands all 
you say, for remember, it isn’t what you say that 
makes the sale. It is what the prospect hears and 
understands of what you say. 


* * * 


The art of selling consists largely in the proper 
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presentation of your case. Whieh means you should 
present the facts in their proper sequence; each 
fact having its relation to the one preceding. 

In this way the prospect’s attention is held and 
his interest inereased as you proceed with your 


story. 
* * * 

Never try to sell a prospect unless you have his 
undivided attention. 

a2 * ae 

Keep a complete record of all calls made, and 
report these calls to your office. 

This is a great benefit to the salesman in closing 
future business and in keeping close contact with 
the customer. 

Se * co 

Systematize your work. Never start your day 
without knowing where you are going and upon 
whom you are going to call. Always lay out more 
ealls for yourself than you really expect to make 
as some of them may be away or otherwise en- 
gaged. 

Plan Your Work, Then Work Your Plan. 

* * * 

The salesman has three tools with which to 
work,— 

First, A thorough knowledge of his product. 

Second, The ability to present it in an attrac- 
tive manner. 
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Third, Time in which to do so. 

Don’t Waste Time, either yours or your pros- 
pects. 

Since Time Is Money, to waste your time is to 
waste your money. 

¥ * ¥ 


The Merchandise you are selling. 


The method of introduction of the subject to the 
prospect is dependent upon whether or not he has 
received a letter or 1s what is known as a ‘‘Cold 
Prospect’’. 

If the former, the salesman introduces himself 
by name with the statement that he is with Mr. 
ta the local manager for the Direct-U-Sys- 
tems. 

‘‘Mr. Blank, several days ago Mr. ......... sent 
you a letter saying that I would call to show you 
an electric working model. (he will undoubtedly 
remember this letter as the mention of the work- 
ing model excites his curiosity.) 

(Don’t let him hurry you.),—‘‘can we sit down 
so that I may show you what I have and tell you 
all about our service ?”’ 

If he is too busy to sit down with you then, 
make a future definite appointment with him. 

Be at all times courteous and in return Demand 
courtesy and a respectful interview. Get his un- 
divided attention. 
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Thoroughly Familiarize Yourself With the 
General Presentation 
Which Follows. 
Direct-U-Systems Los Angeles, California 


Sales Suggestions For Salesmen Soliciting 
Merchants For Service On Direct-U-Systems 


In this, we shall not attempt to make a dialogue 
as between merchant and salesman, feeling that 
such would perhaps fall short of its purpose and 
become a canned speech, which of course would lack 
sincerity and enthusiasm to properly impress. 

The first thing we would suggest that a salesman 
do is thoroughly acquaint himself with the Service 


to be rendered by the D-U-S and, above all, get the 
‘fadvertis- 


ing’’ service. We have no quarrel] with advertis- 


idea out of mind that this Service is an 


ing. We believe that advertising is a splendid 
service—time honored and time proven. But we 
are not in it. If we were. we would work just as 
hard on it as we are working on this System. Our 
Service begins where advertising leaves off; but it 
is in no way conflicting with advertising. Adver- 
tising, we believe, is competitive and coercive— 
a stimulant to coax or to prevail on a certain group 
of people to spend more money, to spend it today 
instead of tomorrow, or to spend it with Jones 
instead of Brown or Smith. But, certainly, ad- 
vertising can only be effectively directed when lo- 
eally applied to a group of people who live in and 


- 
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around a certain district from which the advertis- 
ing emanates. nig 

A buyer stimulated by advertising is presumed 
to know several things: he must know who is doing 
the advertising, the advertiser’s responsibility and 
integrity, and, above all, he must know where this 
advertiser is located. Inasmuch as most local ad- 
vertising is directed to people who live within his 
area, the presumption that the reader of the ad- 
vertisement does know these things is usually more 
or less accurate. And if not accurate in every 
ease, the individual living within the district has 
ample time sooner or later to learn the city and 
learn the location of these various merchants. 

Therefore, advertising 1s presumed to do its job 
very well. We believe that it does. We believe 
that the proper amount of advertising is just as 
effective as an over-saturation of the territory. The 
purchases made by the local buyer are limited by 
his budget. If business is off 30% to 40% in the 
store of the local merchant, it usually means one 
thing: that the spending power of this buyer-group 
at which he is directing his advertising, is also off 
30% to 40%. This being an economic condition, 
there is nothing that the merchant or ourselves 
ean do to help him. Time alone will remedy this 
matter if it is to be remedied. Therefore, we’ do 
not go into an area with any idea at all of helping 
the merchant with his local trade. They know 


who he is and where he is. Nothing that ‘we could 
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say would help him very much. But, inasmuch 
as our Service is entirely different, we are certainly 
not in competition to any of his advertising me- 
diums and do not recommend that he substitute 
our Service for any of them. He is dealing with 
one group of people who know him and know the 
city. His only problem with them is to stimulate 
them to a point of buying from him and hope 
that the buyer has the money. 

Our Service brings to light an entirely different 
buyer-group—strangers in his city, who remain 
strangers unless the merchant does something about 
it. These people will be in his city for only two 
or three days; sometimes a day; sometimes three 
or four; but an average of two days. This is alto- 
gether too short a time for the stranger through 
his own efforts to familiarize himself with the city. 
However, he Is a buyer—qualified and classified. 
The fact that he is stopping at a good hotel proves 
that he has ready money. He is a ready, able and 
willing buyer—previously stimulated as to merchan- 
dise but not as to merchants. Since his needs are 
greater while away from home than at home, it 
follows that he spends more money while away from 
home. Since he is fortunate to have money to 
travel on, it also follows that he belongs to the 
higher spending group. And since he is away from 
home he must buy with cash. The prineipal ex- 
ception to this, we believe, would be the individual 
who travels by automobile and carries a national 
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credit card with some one of the major oil com- 
panies. The rest of the merchants, however, sell 
him for cash. 

If a merchant finds it profitable to spend thou- 
sands of dollars a year to stimulate the people who 
already know him, know where he is, know what 
he sells—just in order to get them into his store 
to buy (even though many of these people buy 
on time and he has many bad accounts)—he is 
spending that money merely for the privilege of 
announcing to the general public that he is a ready, 
able and willing seller. 

How then, for a few cents a day, can he afford 
not to show a ready, able and willing buyer—a 
guest in his city who doesn’t know where he, the 
merchant, is, what he has to sell and, most impor- 
tant of all, how to get there? 

Our Service reaches this guest of his city where 
the guest lives—in the better hotels. We believe the 
merchant should, as a courtesy to the guests of his 
city, be willing to show them who and where he, 
the merchant, is. And, as a matter of profit he 
cannot afford not to do so. 

(In your canvass to the merchant, you should 
strongly call his attention to several groups of 
figures. You will find these figures in our Selling 
Text.) 

The figures referred to are not taken out of the 
air by us. As a matter of fact they are not com- 
piled by us at all. One set of figures is obtained 
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from the American Automobile Association. The 
other set of figures is obtained from the hotel in 
which the D-U-S installation will be made. But 
the Proven Figures are these: 

That there were over 414, billion dollars spent 
by automobile travelers during the past year 
of 1938. That is big business; that is a lot 
of money. 


The merchant’s attention should be ealled to the 
amount spent during a certain year by guests of 
the particular hotel wherein the Service is to be 
installed. This, you will find, we have broken down 
to so many dollars a day. This money is spent, 
or available to be spent, by ready, able and willing 
buyers a few doors or a few blocks from the mer- 
chant. 

And they will buy if they can only find the mer- 
ehant. This is Cash business. The D-U-S- in the 
hotel lobby will guide them directly to the merchant. 
Many merehants not being familiar with these fig- 
ures will perhaps then say this: ‘‘Oh, well, the hotels 
get that money’’. 

Here are statistics from the hotels themselves: 
The hotels do get 23%. However, the 23% has been 
deducted from the amount of money spent, and the 
$7.14 as shown by us on Page 7 of our Selling Text, 
is the amount of money the buyer has to spend after 
he has paid the hotel. Then consider these figures: 
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Restaurants—get 18% of that amount. » 
Retail Stores Billo = 
Garages 10% 

Theaters 8% 

Miscl. Items 10% 


This 23% that the hotels get would be spread as 
per ratio over the other mentioned items herein. 
It can quickly be shown, by this table, to whatever 
merchant the canvass is made, how much money in 
dollars and cents he might reach for out of a daily 
total from the particular hotel in question. 

In soliciting restaurants you probably will find 
that some will say, ‘‘Will we be exclusive on this 
Service?’’ Five or six eating places can be repre- 
sented on one D-U-S-—and yet each will be ‘‘exelu- 
sive.’’? They come under the classifications of ‘‘Sea 
Food’’— ‘‘Southern Cooking’’ — ‘‘Cafeteria’’ — 
‘‘French-Italian Dinners’’—‘‘German Cooking’’— 
‘‘New England Dinners’’—and a bang-up ‘Steak 
House’. None of these is competitive to the other. 

Automobile service comes in for their share of 
this business. It is not important to the traveler 
to know where the White Garage is or the name of 
any garage. What is important to hin, however, is 
the location of the Cadillac, Packard, or Plymouth 
Service garage, or whatever type of car he is driv- 
ing. All service companies benefit greatly from the 
traveler, provided he can find them. Many new cars 
have been sold through this Service; however we do 
not allege that we will sell automobiles, because we 
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do not know. We do know, however, that we will 
give them a great deal of automobile service. 

Now for service stations—gasoline: Shell, Texa- 
co, Standard, Richfield, Phillips and all of the other 
companies that issue national eredit or courtesy 
cards, will be sought out by the traveling public who 
are carrying these cards. The same goes for mer- 
chandising houses, certain types of clothing, hats, 
shoes, women’s clothing and certain professions also, 
such as a contract lawyer. Many people come to a 
city and go to the hotel before buying, selling, leas- 
ing or renting real estate. Others, such as a chiropo- 
dist, an occulist, turkish baths—and various other 
trades that the traveling public buy from are eligi- 
ble on the Direct-U-Systems. 

The salesman’s presentation will of course be 
guided largely by the prospect he is working on. 
Were I to approach a man who was obviously in a 
hurry and it was impossible for me to guiet him 
down I would waste very little time on preliminaries 
but would start out with the number of dollars that 
are walking down the street within a few blocks 
of him, daily, which he is making no real effort to 
get. You'll find that by supplying these figures to 
the merchant that you have definitely done him a 
favor and started him thinking. Why doesn’t he 
know the facts that you are about to tell him? 
Why? Because he hasn’t been getting them. Sales- 
men, remember this! When you go into see a mer- 
chant, that merchant probably knows nothing at all 
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about what you are about to tell him, or what you 
represent. If he ever finds out, it will be because 
you, or someone else, tells him. If he never finds 
out, it is because you failed to tell bim. You can 
certainly remember this, and believe it too: that the 
merchant doesn’t live who is spending hundreds 
and thousands of dollars to stay in business, who 
wouldn’t spend a few cents a day to deliver into his 
store another group of buyers whom he is not now 
reaching. Your only job is to convince him of these 
facts. And once you have told the story completely 
and clearly you will find your merchant will want 
to believe them. His only difficulty perhaps is that 
it sounds a iittle too good to be true. We all want 
to believe the better things, but sometimes their 
presentation does violence to our intelligence. 

Let us work on the theory that you are not really 
trying to sell the merchant at all—that it should not 
be necessary for you to sell him. Your job is to 
explain the way this System works, and for whem 
it works, and the amount of money involved. From 
that time on the merchant should be a ‘‘buyer’’. But 
if you do have to ‘‘sell’’ him, you should sell him 
with one idea in mind, namely: that no matter how 
much work and pressure you have to use on hin, 
he’s certainly never going to be worse off for it. 
You have definitely benefited him. At about this 
time in your presentation it is well to show how this 
System works, because we are presumed at this time 
to have convinced the merchant of several things: 
that his field offers more than he is cultivating; that 
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there is a large sum of money being spent annually 
in his city by guests of the particular hotel that 
you are representing; or if it is not being spent in 
his city, it is available to be spent; and if it moves 
on to another city, it is because he failed to grasp 
the opportunity when the opportunity was there. 

When the merchant coaxes the local buyer in by 
inducement, and has got the money that this local 
buver had to spend, this local individual must then 
wait until his purchasing budget is replenished 
through his own or other resources. In other words, 
he is not a ready, willing and able buyer daily—but 
occasionally; whereas, this group that we represent 
is composed of individuals who buy and leave town 
and who are replaced by other individuals who also 
buy and leave—and it is a constant source of new 


money to the local businessman. 


We have taken up so much time explaining what 
we do, that how we do it may sound complicated. 
However, this is the simplest part of it all. There 
is nothing very new about the methods employed 
toward arriving at the Service we supply. We use 
a map. (Maps have been in use centuries, with 
popularity ever increasing.) Our map is hand- 
drawn and drawn to seale. It is black on white, 
showing nothing but names of streets and boule- 
vards. The map is large and clear enough that it 
can be read ata distance of fifteen feet. Be assured 
that there are none others in the city like it. The 
area shown on the map has for its ‘‘hub’’ the hotel 
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in which the D-U-S is located—supplying our Serv- 
ice to surrounding eligible merchants who are easily 
accessible to the guests of the hotel. 

When you use a map for directing yourself, it is 
necessary to do two things: first, locate yourself on 
the map. Second, locate your point of destination. 
You must find the exact spot on the map where you 
are now located; otherwise it is difficult to locate any 
other place in relation to yourself on the map. 

Our map locates the hotel for the guest by using 
a Red light, which is the exact location on the map 
of the hotel wherein the Direct-U-Systems located. 
For the various merchants represented thereon to 
whom the service has been sold, we also have a light. 
This light is white. We have now done two things 
that are necessary to do on any map—locate the 
point of departure and the point of destination. 

However, the lights on the map are not visible 
until a button is pressed opposite a large card. On 
this card, the merchant served has his representa- | 
tion. It shows his name and where he is. In the 
upper left hand corner of the card, in a different 
color to make it stand out, is shown the ‘‘leader”’ of 
the merchant. For instance, one brand of clothes 
he sells—perhaps Hickey-Freeman clothes. Another 
merchant sells Hart-Schaffner and Marx or Fashion 
Park. For cafes different types of food would be 
shown in this ‘‘key’’ position on the card . .. sea 
foods and so on. For garages we would show in 
this corner ‘‘Plymouth Service’’ ‘‘Chevrolet’’— 
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‘*Cadillae’’—‘‘ Packard’’. For the gasoline stations, 
we would show ‘‘Shell’’, ‘‘Texaco’’, ‘‘Phillips’’, 
and so on. 

Now, when the button is pressed opposite any of 


these cards (and here you show your merchant your 


demonstrator and how it works) two lights flash and 
shine through the map, the green light representing 
where he stands, the white light being the place 
he chooses to find. Very easy then for him to trace 
his way on a large map, unobscured by a lot of other 
markings. We virtually deliver the buyer to the 
store or the place of business of the service or mer- 
chandise that he seeks. Now we differ from ad- 
vertising in this respect: we make no effort on this 
map to state that one merchant is better than an- 
other. They are all good or they wouldn’t be on 
there, having all been approved by the hotel itself. 
We merely show what the merchant does, where he 
is and more important, how to get there by use 
of a map, without advertising at all. 

To make this map still more attractive and de- 
sirable, we mount it in a cabinet—the finest cabinet 
we can build... as fine as any radio cabinet. The 
designs are attractive and the woodwork matches 
the hotel lobby, or comphments the lobby, as the 
hotel may direct. This map is on a line with the 
average person’s vision. Large White Cut-out Let- 
ters illuminated by Lumiline electrical indirect light- 
ing equipment state what this map is. Its appear- 
ance and the lights flashing by users of the map will 


Umted States of America 281 


(Testimony of Norman H. Marshall.) 

Defendant’s Exhibit No. 3X—(Continued) 
positively pull the traffic in the hotel lobby directly 
to it. 

Any merchant that tells you, ‘‘Well, I am repre- 
sented in that hotel; I am paying so much for such 
and such a service and it is similar’’, is misinformed. 
Do not let him be misinformed. He may have a 
space on a map. It is not an animated map, we 
know. He may have space in the room, he may have 
space on the hotel blotters, or he may have cards 
in the lobby. This, you can easily show him is the 
very same thing he is doing with his local people, 
and probably would be effective if these people in 
the hotel knew his city. If they don’t, then it is not 
serviceable to them. Our Service being animated 
and on a map with lights, does not seek to get 
people to buy from him, but shows the buyer where 
to find him. His advertising in the hotel does not 
interfere with our Service at all. He may, through 
those other mediums, sell a buyer on trying to find 
him; we show this buyer where the merchant is. 

We give a further service by having the hotel 
elerks and porters refer inquiries to the map... 
also place cards in the rooms,. not seeking to get an 
individual to buy from the local merchants, but 
pointing out to this buyer that the hotel has installed 
a service for his convenience—an automatic map, 
which will show him how to find his way aboni the 
eity. Nothing to offend or coerce this buyer 12 any 
way; nothing that would indicate to him that it is 
advertising. 
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Countless additional pages could be written on 
this Service—and we haven’t a doubt but that you 
enterprising salesmen will add to it. Remember 
this: that there is not one single objection that will 
survive in the face of logical explanation of this 
System. It is not competitive; not coereive; but 
definitely helpful. 

pay Oe. Re 2. & , before I show you what 
IT have here, (meaning demonstrator) I want to tell 


vou a fact. (turn to page of the statistics where it 


shows 31% being spent by the travelin 


Did you know that 31 pereent of all monies spent 
by travelers is spent in retail stores. Think of this, 
nearly a third of all the money spent by travelers 
is spent in retail stores and comes from the people 
who travel and live in hotels and you have no other 
method of reaching them or causing them to he 
directed to you. 

CoN (Cll a6 lt aaeetony ie een ees ene , that’s exactly what 
we can do and here is how we do it: This demon- 
strator is the replica of an actual cabinet. Of 
course, the cabinet itself is 7 feet high and four feet 
wide. It is an animated and beautiful piece of fur- 
niture, finished in the very latest design and in 
keeping with the finishing of the hotel lobby. Up 
here at the top and center is a map of this city, it 
runs for approximately 40 blocks north and south 
and 40 blocks east and west. It is electrified and 
works twenty-four hours each day for you. 

‘‘Down the sides here are the listings of only the 
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better business houses and professional men in this 
city. Now, opposite each listing is a button. When 
any one of these buttons is pushed (demonstrate) 
two lights illuminate back of the map, the red light 
shows where the hotel is located and the white light 
shows your place of business. 

‘“You are entitled to an 8x10 interchangeable 
eard which changes every 20 seeonds and all of the 
reading matter is changed every month, so 
that all of your animated display cards are timely 
and you are displaying from month to month that 
merchandise which you most want to feature at that 
particular season. 

‘‘Now we place one of these cards (show ecard in 
kit) in each room in the hotel calling the guest’s 
attention to the fact that the Hotel has placed this 
electric city directory in the lobby for the conveni- 
ence of its guests. In other words, Mr. ~.................. : 
the Hotel and its employees are recommending you 
as the most outstanding business in your line in this 
Cl meee Ou SECT. .......-22---.cc0-cccese-- , this is sold on an 
exclusive basis, and we feel you are the most out- 
standing drug store in ............ ee .. e 

‘You, as a merchant, spend many dollars each 
year for newspaper advertising and it is very good 
But still it does not reach the traveling public be- 
cause the average stranger does not read the local 
papers, he reads only his home town paper or the 
big city sheet, but Direct-U-Systems is not adver- 
tising but is a service and does not supplant adver- 
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tisine. Direet-U-Systems is ethical, exclusive, new 
and modern. It not only displays for you in the 
lobby of the hotel that merchandise which you want 
it to, But it actually directs people to your store. 

What other form of representation can you pur- 
chase for anything like the price that this is being 
sold for? 

‘Statistics show us that any first class hotel is on 
an average 80% filled or occupied all the year 
round, we further find that for every guest that is 
registered in a hotel that five persons visit that lobby 
every day for one reason or another, to go to lunch, 
to call on a guest, to buy a newspaper, to use the 
phone or for one of a dozen reasons: so then here 
are some astounding figures. 

1/5 of population Support 9/10 of all retail Busi- 
ness. 

H<.8l Guests are of this Fortunate Fifth. 


Direct-U-Systems service reaches this Fortunate 
Fifth 100%. No wasted effort, thus giving the 
subscriber another 5 times as much value as general 
coverage. 

4/5 of hotel guests are Transient—Strangers— 
Not reached by any local Advertising Medium. 
Direct-U-Systems reaches these strangers 100%— 
Thus giving the subscriber another 5 times in value 
over anv type of local medium. 

CD. eee , how do you want me 
to list you, as drugs only, or as drugs and sundries, 
or just what is your choice.’’ 
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If he has any objection, it is an indication of a 
bad canvass. The proper time to answer objections 
is before they come up. Know the most common 
objections, then put them in your canvass and an- 
swer them as you go along. 

If an unforseen or new objection comes up at the 
end of a canvass, it 1s a distinct advantage to the 
salesman. It shows him that the prospect is really 
interested in what is being told him and is giving 
the matter deep thought, evidenced by the very fact 
that he thought up this new objection. It also tells 
the salesman what is holding the prospect back from 
buying. The salesman can then overcome this. Get 
it out of the way and close the sale. 


Closing Arguments 


“You can’t afford to be without this, Mr. ............... 
Can you afford to let some other competitor get the 
benefit of this novel and up-to-date method of reach- 
ing the traveler? 

eeDamvounkeamony Nv. ........---.-.-.--.------2-04- , it has been 
demonstrated on many occasions that people who 
have pushed these buttons have been known to walk 
right by other good stores in the same line of busi- 
ness to go to the store that the directory has sent 
them to. In other words, they have their minds 
focused on a certain store and that’s where they 
will go; where the directory has sent them, because 
first, they know it must be a good store or the hotel 
would not recommend it. 


286 Norman H. Marshall vs. 


(Testimony of Norman H. Marshall.) 
Defendant’s Exhibit No. 3X—(Continued) 

‘fYou have an up-to-minute store, everything is 
well laid out and your displays are lovely. I want 
to give you the opportunity of being in the ................ 
Hotel and I know that as time goes on and you see 
the results obtained you will thank me for bringing 
this to your attention.’’ 


To the Man Who Says, 
I can’t afford it. 

Your answer is: You can’t afford to be 
WAGE 1, i , you can’t afford 
to pass up anything that will increase your 
business. (refer to proven facts. ) 


T’Il think it over. 


That’s exactly what I want you to do Mr. 
ee). and I want you to think it 
over while I’m here, so I can answer any 
questions you might like to ask. 


This is my off season, business is too bad 
right now. 


Then this is just the time you need it most. 
When business is bad, that is the time you’ve 
got to do something about it to improve it. 
Nowathat’s logic isn’t it, Mr. ..... 4a 


These are a few of the most commonly met objec- 
tions. There are no Objections which cannot be 
overcome because Direct-U-Systems do for the mer- 
chant what no other medium can do? It sends cus- 
tomers directly to his place of business. 
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In closing let us admonish you, to work hard, 
take your business seriously, study the thing you 
are selling, know it, know all the objections and how 
to answer them. 

Read over your sales suggestions even after you 
have been successfully selling ‘‘listings’’, it will re- 
fresh your memory of things which you may have 
forgotten and help you close sales. 

Remember at all times that you are not selling 
advertising, but you are offering an exclusive service 
that reaches the concentrated class of people who 
have money to spend and are strangers in the com- 
munity and can be reached in no other way. 


[Endorsed]: Filed Sept. 29, 1942. 


We made a conscientious and honest effort to aid 
them and we never failed to ship any equipment 
which was ordered. Repurchase agreements were 
made and paid off. Mr. Burke received his money 
back and a number of people received a [112] 
goodly portion of their money. (P. 871) If a 
certain territory was allotted to a certain lessee, we 
did not go in afterwards and enter into competition 
against him. I never intended to nor did I ever 
have an agreement with anyone whereby anyone 
was sought to be defrauded. 


Cross Examination 
iby Mr Veale: 
The Evansville, Indiana, installation is one that 
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has just recently been made. I would say that that 
customer was satisfied. Tle had the equipment 
shipped to him and he sent me contracts showing 
that he had sold the space. I don’t know whether 
thirty of the spaces had been donated as places of 
interest and that twenty-nine paid ads had been 
sold with nothing paid on them. J do know that 
the only way they could get a lease on the hotel was 
that there would be thirty places of interest in 
there. I do not remember when the board was 
ordered—I do not think it was ordered three or 
four or five months ago; it might have been. We 
ran into a lot of difficulties because we couldn’t get 
priorities. The installation in Denver is one that I 
supervised the installation of—that has been since 
the return of this indictment. (‘T'r. p. 874.) 

T don’t know whether up to the present time thir- 
teen of the twenty-nine advertising spaces sold on 
that board have not been paid upon—it is not the 
first instance we have had where every installation 
hasn’t been paid in. I put in the installation at 
Minneapolis in the Hotel Nicolette, and I am fairly 
familiar with the file. Up to this date, no royalties 
have been received on any of these imstallations. 
CLP pesi6)) 

I contend that all of Mr. Weeks’ installations 
were successful. As regards Mr. Schutt, I had had 
a considerable amount of correspondence with him 
before he came to Los Angeles; I handled most of 
that correspondence, signing the name of Mr. Tal- 
bott, which I had done in practically every instance. 
(Tr. p. 877.) 
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When Mr. and Mrs. Schutt came to Los Angeles, 
it was not [113] a new transaction to me. They 
had agreed to sign a repurchase agreement—he had 
refused and agreed at different times. Mr. Schutt 
was never repaid his $1500. Mr. Whitby signed a 
repurchase agreement but he has not yet received 
100 cents on the dollar. Mr. Burke has received 
only $500. He signed a repurchase agreement and 
has received that much money on it; the balance due 
him is still outstanding. (Tr. p. 879.) 

I prepared Government’s Exhibit 25 for Mr. 
Wallace and gave it to him. He told me he had to 
have something he could memorize and I suggested 
that he use it as a basis for making up his own sales 
talk. I carried on quite a great deal of correspond- 
ence with Mr. Weeks, most all of the letters being 
signed ‘‘C. W. Talbott.’’ I wrote a letter dated 
August 8, 1940, to Mr. Weeks, which letter contained 
the following paragraph: (Government’s Exhibit 
No. 8) 

“*As far as N. H. Marshall is concerned, he is not 
employed by us nor has he been, but is well known 
by us, as he was at the time the old National was 
operating, most successful, as the financial records 
will show. It was when he handled the sales and 
through his efforts and knowledge and hard work 
the most successful development was done, not only 
by the company but by the lessees. When he left 
the old National due to some personal and domestic 
difficulties, their decline started and when it reached 
a point that the writer did not care to be associated 
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he disposed of his interest and the old investors 
realized that they had made a mistake. And we are 
sure that if you knew him we are sure that you 
would agree. He is interested in some educational 
business, but we are sure that if you will write him 
addressed to him Post Office .........000...... , Hollywood, 
California, that it will be [114] forwarded to him 
and he will, we feel, be more than glad to assist in 
rectifying any reports that may be damaging to you 
or this company.”’ 


‘That letter was shown to me before it left; in fact, 
it was left for me and I signed it. (Tr. pp. 881, 
882') Mr. Johnstone didn’t handle a great deal of 
the business. I signed his name on a number of 
letters, ‘but never without his consent. In some 
inistances he saw these letters, and in every” in- 
stance we discussed them. (Tr. pp. 884, 885. ) 


Wher eupon the following occurred and the crilaee 
ing ‘stipulation was agreed upon: 

“Mr. Stoddard: At this time, if the court please, 
counsel and myself have agreed as to what a witness, 
if called, would testify. I wrote it up right there in 
the form of a short stipulation. We do not expect 
to file a written stipulation, but I think that counsel 
and I are satisfied with the form of the stipulation. 
Tt concerns the testimony of one Roland R. Bryant, 
whose name has been mentioned here as one of the 
sales managers on the road and I may state to your 
Honor that he is now employed by a railroad and 
in some defense work and works seven days a week, 
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and we felt it would be unfair to him and ‘a? em- 
ployer to bring him in here. : 

‘Counsel have been very generous and agreed 
that 1f Roland R. Bryant, the witness referred to, I 
believe by Mr. Bergen, were to be called and sworn— 
in all fairness I think I should state.to the jury 
that counsel and I understand [115] the stipulation 
is merely that that was the way he would testify, 
without counsel 

“‘Mr. Veale: That is correct. 

“Mr. Stoddard: ——assuming that it is true or 
untrue. That is for the jury to determine. That 
in the year 1940 and °41 he was émployed as a 
division manager of the Direct-U-Systems, and as 
such negotiated two contracts with Ralph H. Ber- 
gen; that the witness would further testify that he 
did not tell Bergen that there were 60 Direct-U- 
Systems boards in successful operation in the 
United States; but on the contrary, that he told the 
said Bergen that he understood that there were 24 
more such boards installed at different places; that 
he did not, of his own knowledge, misrepresent 
either the said equipment or the said Direct-U- 
Systems deal; that he at no time represented the 
said equipment to be patented. 

‘With that stipulation—— 

‘“The Court: Do you accept the speTeat. 

“Mr. Veale: We accept the stipulation. 

“The Court: Gentlemen, that stipulation has the 
same effect as if Mr. Bryant were here and would 
testify as they have stipulated.”’ 
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Whereupon the defendants rested (P. 890) and 
no rebuttal was introduced by the Government. 


Whereupon motions by the defendants for a di- 
rected verdict of not guilty were renewed. Said 
motions as to each defendant were denied and an 
exception noted. 

AMES PETERSON 
Attorney for defendant Nor- 
man H. Marshall [116] 


Wherefore, it is respectfully prayed that the Bill 
of Exceptions proposed by the defendant be 
amended as above outlined. 

LEO V. SILVERSTEIN 

United States Attorney 
CHARLES H. VEALE 

Chas. H. Veale 

Asst. United States Attorney 

The above and foregoing Bill of Exceptions is 
this day settled and approved. 


Dated: December 28, 1942. 
BEN HARRISON 
United States District Judge 
[117] 


[Endorsed]: Lodged Dec. 14, 1942. Edmund L. 
Smith, Clerk. By [Illegible] Hames, Deputy Clerk. 


[Endorsed]: Filed Dec. 28, 1942. Edmund L. 
Smith, Clerk. By W.C. Hart, Deputy Clerk. 


United States of America 293 
[Title of District Court and Cause.] 
CERTIFICATE OF CLERK 


I, Edmund L. Smith, Clerk of the District Court 
of the United States for the Southern District of 
California, do hereby certify that the foregoing pages 
numbered from 1 to 46, inclusive, contain full, true 
and correct copies of: Indictment; Minute Order 
entered August 7, 1941; Portion of Minute Order 
entered September 30, 1942; Verdict as to Defendant 
Norman H. Marshall; Portion of Minute Order en- 
tered October 26, 1942; Judgment and Commitment; 
Notice of Appeal; Bail Bond on Appeal; Stipula- 
tion; Stipulation and Order in re Exhibits and 
Praecipe which, together with the Original Bill of 
Exceptions, Assignment of Errors and Exhibits, 
transmitted herewith, constitute the record on appeal 
to the United States Circuit Court of Appeals for 
the Ninth Circuit. 

I further certify that the fees of the clerk for 
comparing, correcting and certifying the foregoing 
record amount to $12.05 which sum has been paid to 
me by Appellant. 


Witness my hand and the seal of the said District 
Court this 22 day of January, A. D. 1943. 
[Seal] EDMUND L. SMITH, 
Clerk 
By THEODORE HOCKE 
Deputy Clerk 


294 Norman H. Marshall vs. 
GOVERNMENT’S EXHIBIT No. 3 


Cut of Allied Member AHA 
Pencil notation Weeks 


Direct-U-Systems 
‘*An International Service’’ 
C. S. Wallace 
Division Manager Hollywood 


[Endorsed]: Filed 9/21/42. 
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GOVERNMENT’S EXHIBIT No. 6 


Direct-U-Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 


August 2, 1939 


Mr. Harold K. Weeks 
11 West 42nd Street 
New York City, N. Y. 


Dear Mr. Weeks: 

We wish to acknowledge receipt of your favor 
approving the type and kind of stationery. We are 
rushing this equipment through without delay, so 
that when we receive your list we will have every- 
thing in readiness, as we are extremely anxious 
to get you established without delay. 

We are very happy to hear that Mr. Wallace 
has been so helpful. We think a great deal of 
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Mr. Wallace, who has been with us for quite some 
time, and we are confident that he will render every 
assistance that is possible, in order to get you started. 

We note what you say with reference to the ele- 
vated, and you may rest assured that we will very 
carefully check this before completing the maps, and 
we feel sure that with your cooperation, it will work 
out to a very distinct advantage. 

We are also in receipt today of your check in the 
amount of $3750 as covered by the contract, and 
we wish to take this opportunity of assuring you 
of our desire to cooperate with you in every way 
possible to insure your success. 

We feel confident that you will develop your divi- 
sion to be outstanding, and we trust that you will 
advise us if there is any way we can assist, and 
we always appreciate any suggestions that. you may 
have to make. 


With kindest personal regards we are, 
Very truly yours, 
DIRECT-U-SYSTEMS 
* By C W TALBOTT 
[Stamped]: Received Ans: 4 1939 9 AM Ans’d 
Aug-4 1939 
T/F 
Cut of Allied Member AHA 
An International Service 


[Endorsed]: Filed 9/21/42. 
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Western Union Telegram 
[Stamped] File Copy 
October 11, 1939 
To Direct U Systems 
Street and No. 301 North Laurel Avenue 
Place Los Angeles, California 


Am Anxious to Demonstrate Walnut Finished 
Cabinet at National Hotel Exposition November 
Thirteen to Seventeen Stop If I have Your Map 
Marked for Locations of Sixty Bonafide and Pros- 
pective Advertisers and Twelve Points of Interest 
Also Complete Information for Printing Narrow 
Cards in Your Hands by October Sixteen Can You 
Deliver Cabinet at Grand Central Palace Manhat- 
tan November Tenth Stop Will Furnish Eight by 
Ten Cards Here Stop Best Regards 

HAROLD E. WEEKS 


Western Union Telegram 


1939 Oct 12 AM 1 37 
SA1139 25 Nt—LosAngeles Calif 11 
Harold EK Weeks— 
11 West 42 St Nyk— 

Retel Will Rush Walnut System Confident Be 
Able Deliver on Time Please Rush Suggestions on 
Map Sent You Also Printing and Location Data 
Writing Regards— 

DIRECT-U-SYSTEMS. 

[Stamped]: Received Oct 12 1939 Ans’d 


[Endorsed]: Filed 9/21/42. 
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GOVERNMENT'S EXHIBIT No. 12 


LOngacre 5—2947 7482 11 West 42nd Street 
New York City 
Harold EK. Weeks 
Franchise Operator 
Direct-U-Systems 
‘‘An International Service’’ 


December 9, 1939 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 
Re: Cabinet for the Park Central Hotel. 


Attention: Mr. C. W. Talbott 
Gentlemen: 

The walnut cabinet for the Park Central Hotel 
was exhibited from November 13 to 17 inclusive, 
at the National Hotel Exposition, as you know. 
Since then I have been trying it out here for nearly 
three weeks. 

At the Exposition, the red hght and the ‘‘ Direct- 
U-Systems’’ lights remained on when the battery 
switch was closed. This condition necessitated my 
using four (4) sets of dry cells during the Exposition. 
Later, an investgation discovered a short circuit 
in the relay due to solder having been dropped into 
it from above. I have had the relay repaired, and 
it is now functioning satisfactorily. 

It was necessary for me to have many cards made 
over, due to the fact that your office told me to 
cut them down from 8” to 714” in heighth. Your 
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attention is called to the fact that the glass area 
in the wooden window in front of the movable cards 
is framed to 7’ x 914”, on the inside. Further, I 
report that the aperture on the metal window is 
634”, by slightly over 914”. <A person six feet tall, 
standing three feet in front of the middle of the 
cabinet, can see a card area of only 6144” x 91”. 
If the spring clips are bent in, so that they touch 
the glass on the bottom, in accordance with written 
instruetions found in the cabinet when it was re- 
ceived, the window aperture, at the bottom, is cut 
down to 9”. 

The contracts which you sent me and other in- 
formation received from you, indicated that the 
advertising card was to be 8” x 10”. This informa- 
tion was given to the prospective advertisers, and 
they, my salesmen, and myself, were led to believe 
that the space available for copy on these cards 
was 8” x 10”. As the visible space on the ecard is 
approximately 644” x 914”, I consider that a gross 
injustice has occurred, inadvertently probably, be- 
cause I have signed contracts with customers for 
advertisements 8” x 10” in size. Further, endeavor- 
ing to explain and correct this has caused me a 
great deal of embarrassment, expense, and loss of 
time that I personally should have been able to devote 
to other matters. 

Nearly every eard will have to be re-drawn, so 
as to bring the eopy within an area of about 6” x 814”, 
in order that it may look well in the frame that you 
have provided. 
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Additional embarrassment has been caused, as 
previously referred to you, in connection with the 
weight of the cards used. 

On many occasions two cards have run through 
the machine together, suggesting trouble from fric- 
tional static. This has been prevalent in other 
machines of your general type. 

The aluminum roller under the lower front win- 
dow roller is about 1%” too short and has dropped 
out of its bearings, damaging cards, and jamming 
the machine. This has happened on a number of 
occasions at the National Hotel Exposition and sub- 
sequently, here in my office. I have endeavored to 
rectify this condition by having a mechanic extend 
the hole for the bolt which holds the brass bearing 
toward the center of the machine, and by soldering 
the bearing to the frame. 

The whole frame, being made of galvanized sheet 
iron, seems to be flimsy and the rod still drops out. 
I note that this sheet metal frame has a number 
of holes drilled in it which have not been used, has 
indications of parts having been soldered to it which 
have later been removed, and I further note that 
spring guides have been installed and later removed, 
with rough vestiges of solder left on the brass sloping 
guides on the upper rear part of the machine. In 
plain words, this looks like an experimental article 
and not one that is in production. 

The galvanized sheet metal frame is cutting into 
the metal shafts holding the wooden rollers, grooving 
these shafts. Suitable bearings of some sort should 
have been installed for these shafts. 
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Dirt from the spring coiled belts, on the upper 
front wooden rollers, so soiled the cards at the 
Exposition that I had to stop running the machine 
and go over most of the cards. Some of this dirt 
might have been paint or tempera from the front 
of the cards. 

Some of the lights for the locations of stores, ete., 
give two or three indications less brightly ilumi- 
nated in addition to the correct one, showing that 
light gets from the hole that it is intended to go 
through, sideways or otherwise, into adjoining holes. 
Such an mstance oceurs in the lights around the 
Grand Central Terminal. Some of the holes for the 
locations were wrongly placed, for example, that of 
my own office. I have had to have these corrected. 

The lower push buttons and directory cards on 
either side of the cabinet are too low for the average 
individual to read or operate, causing an awkward 
position in holding the button on, and endeavoring 
to locate the light on the map. In ordex to overcome 
this [ had a wooden base made for insertion under 
the cabinet, raising the cabinet 8”. In the opinion 
of all who have seen this, it has materially improved 
the aspect of the cabinet, and made is more con- 
venient for people to operate. 

The left hand (viewed from the front of the 
cabinet) vertical board, or rack, for holding the 
white celluloid cards has bellied or warped inward to 
a marked degree. If this continues it will have to 
be replaced. 

I note that most of the white celluloid directory 
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cards bow outwards toward the front of the cabinet, 
due to the fact that they are a trifle too high. This 
tends to throw a shadow on the information at the 
bottom of the cards, and also to slope the bottom 
of the cards so as to make it difficult for observers 
to read those cards near the bottom of the cabinet. 

While the white celluloid cards have a very nice 
appearance, they tend to reflect, as mirrors, any 
lights at the front of the cabinet and give a bad 
glare. I recommend that a dull white surface be 
used in the future, or that consideration be given to 
white letters on a dull black background. The matter 
of glare and reflections is a particularly serious one 
in the Park Central Hotel in the location accepted 
in the contract by Mr. Wallace. This glare is caused 
by an illuminated ‘‘Western Union”’ sign opposite 
the cabinet location. The lobby is very poorly lighted 
and we will have to add lights to the cabinet to 
make it possible for all to read the directory cards, 
and possibly the map. 

The fact that the movable cards are so far recessed 
from the front of the cabinet causes a bad shadow 
for 1144” or more on the top of the card, and it 
becomes very necessary to illuminate these cards. 
In all future cabinets, thought should be given to 
insure that the cards appear as near the front glass 
on the cabinet as possible. 

IT had to purchase an ‘‘Inverter’’ to use with your 
A. C. motor which drives the ‘‘movable exhibitor’’, 
at this office and at the Park Central Hotel, because 
the electricity supply is Direct Current at both of 
these locations. 
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Before I went into this venture with your com- 
pany, I asked Mr. Wallace how many installations 
of Direct-U-Systems cabinets were in use. He said 
he did not know but he believed that there were 
about thirty (30). Later, in the presence of seven 
men who were undergoing training as salesmen, 
someone asked him this question, and he stated that 
there were about thirty (30) such installations. 

Our experiences during the last four weeks with 
your Direct-U-Systems cabinet has been very dis- 
heartening to me and my representatives. It looks 
as though the ‘‘movable exhibitor’’ had by no means 
been perfected, and is by no means reliable. I have 
had it running for four or five hours, on numerous 
occasions, using a given set of cards, in a manner 
which appeared to be satisfactory, only to have the 
aluminum roller drop out or something jam . Hence 
TI am at a Joss to understand how such a contrivance 
ean be operating successfully in about thirty (30) 
installations. I feel that we have been misled. When 
I have sought to learn where these locations are, 
your office has refused to tell me. 

Please remember that I am a Professional En- 
gineer and that my engineering practice covers a 
period of over 30 years. I have waited four weeks, 
during which time I have spent many hours observ- 
ing the operation of your device, before I have writ- 
ten this letter, hence my conclusions are not those 
of any snap judgment. Your design is satisfactory 
but some parts are not. 

I realize that you rushed this cabinet to comple- 
tion for me in a very short time but that is posi- 
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tively no excuse for any such movable exhibitor 
being delivered as the one you sent. These machines 
should cause you and me no doubts and no worries. 
A test with blank ecards of a different weight and 
size than the one you approved is inconclusive over 
any period of time. 

Please manufacture a sturdy, reliable machine 
with suitable bearings and parts, and send it to 
me at your earliest convenience, so that I may put 
it in the cabinet at the Park Central Hotel, and not 
have to worry about this matter any longer. 

With best regards, 

Sincerely yours, 
HAROLD 8S. WEEKS. 


[Endorsed]: Filed Sept. 22, 1942. 
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GOVERNMENT’S EXHIBIT No. 22 


CHelsea 2—7160 7161 160 Fifth Avenue 
New York City 
40-066 
Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 
‘‘An International Service’’ 


December 21, 1940 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen: 

Enclosed herewith please find complete statement 
which indicates every contract which has been made 
in connection with all five Direct-U-Systems cabinets 
up to the present date. 

This tabulation shows the date of receipt and the 
amount of ecah payment in connection with each 
of these contracts. 

Referring to the first paragraph in your letter 
of December 6, 1940, in connection with your bill 
for the second year’s rental for the installation in 
the Park Central Hotel, please note that in your 
contract paragraph two reads: ‘‘(2). The second 
and succeeding years each 60 space system shall be 
$250.00 per year and $166.67 for 40 space Direct-U- 
Systems, payable upon installation and collection.’’ 
Please note also that paragraph six reads: ‘‘(6). 
Lessor agrees to furnish and install each system 
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complete and maintain same at its own expense 
during the life of the agreement.”’ 

You did not furnish the Park Central Hotel 
Direct-U-Systems complete until a motor which 
would operate on DC current was received here on 
June 10, 1940. The two previous motors would not 
run on the current furnished in the lobby of the 
Hotel, if it had not been that I purchased an inverter 
and installed the same at my own expense, for which 
J have never been reimbursed. Therefore, the in- 
verter was never installed at your expense and the 
installation was never furnished complete by you 
prior to June 10, 1940. 

According to your paragraph one—(1)—in the 
contract, the $750.00 lease rental on the Park Central 
cabinet was not due prior to ‘‘installation and col- 
lection’’. 

I interpret the term ‘‘collection’”’ to cover the pay- 
ment of each payment of an amount due on a contract 
made by me with a client for service on any par- 
ticular Direct-U-System. If such be the truth, 
“‘collection’’ applying to paragraph one—(1)—re- 
fers to amounts collected during the first year’s 
operation and ‘‘collection’’ applying to paragraph 
two—(2)—refers to amounts received on contracts 
‘made during the second year’s operation. There 
have been no collections made on the Park Central 
cabinet applying to any contracts for a second year, 
nor have any such contracts been made. Therefore, 
I do not see how you can claim any payment at 
all in connection with $250.00 towards a second 
year rental, especially as you did not install the 
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first system complete prior to June 10, 1940, nor 
did you make such an installation possible before 
that date. If you had paid the price of the inverter, 
I would interpret differently. 

In your letter of December 11, 1940, you say, ‘‘The 
Breslin Hotel installation was shipped to you on 
the ninth day of November.’’ In a previous letter 
you state that it was shipped November 16th. 

Referring, again, to your letter of December 11, 
1940, you state, ‘‘We can not help but feel that you 
appreciate that by your failing to pay the royalty 
or account for the royalties, places your contract 
technically in default.”’ 

In this connection, I refer you to the third para- 
graph of your letter of December 18, 1939, in which 
you state, ‘‘We have also received the summary 
of the orders received, and it will be perfectly 
agreeable not to send us our royalty until you are 
satisfied that the equipment will function properly.’’ 

I sent you a photostat copy of this particular 
letter of December 18, 1939, and bracketed the para- 
graph which I have mentioned. 

It is now over one year since you wrote that 
letter, and [ am not yet satisfied that the equipment 
will function properly. 

Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 
Encs. 


HAROLD E. WEEKS 


cabinet 


I 
I Willoughby Camera Stores, Ine. 
I 


PC Robert Thorne, In 
PC Jean E. Marshall .... 
J Penn. Wine & Liquor Shop 
PC The Camera Plaee............... 
PC Carnegie Hall Auto Rental... 
1 Schoepter’s Taxidermy Studio 
PC Merian's Shoes .................... 
I Broadway Beauty Salon 
PC Federated Detective Bureau. 
I Charles C. Alchoff, D. D. S.. 


Greeley Theatre 


Chinese Village ....... 


I Larry L. Kronrot ................. 


I Benjamin Miller 
PC Solmor Jewelry Co 
PC Thomas J. Short 


MIGHOLO MGs GOLDIN iy eresecceseccescontoceec 24 srs sacasctaceesccesecesese 


HAROLD E, WEEKS 


Cabinet 


I Harry A. Burgio 


PC 
PC 
PC 
PC 
PC 
PC 
GC 


Broadway Table Tennis Court: 
Le Roy R. Stoddard, M. D. 
Miss Julie's Dance Studios 
Madam Zenda ............. 
Jay Lord—Hatters . 
Gem Garage .... 
Willoughhy’s . 


{Endorsed]: Filed Sept, 22, 1942. 


Contracts 
Dats Amt. 
8/21/39 60.00 
8/23/39 60.00 
8/24/39 60.00 
9/ 6/39 90.00 
9/ 8/39 90.00 
9/ 8/39 60.00 
9/ 9/39 90.00 
9/15/39 90.00 
9/21/39 60,00 
2/29/29 90.00 
9/29/39 60,00 
10/ 5/39 90.00 
10/ 6/39 60,00 
10/10/39 60.00 
10/10/39 60.00 
10/19/39 90.00 
10/27/39 90.00 
10/30/39 90.00 
Contracts 

Tate Amt 
11/ 1/39 60.00 
11/ 7/39 90.00 
11/ 7/39 90.00 
11/23/39 90.00 
127 6/29 90.00 
12/15/39 90.00 
12/21/39 90.00 
1/20/40 90,00 
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COMPLETE STATEMENT OF CONTRACTS AND RECEIPTS ON SAME 
FROM AUGUST 21, 1939 TO DECEMBER 21ST, 1940 (INC,) ON FIVE DIREUT-U-SYSTEMS 
IN MANHATTAN, N. Y. CITY 
Rec'd 


Rec'd Rec'd 


Rec'd Rec'd Ree’d Rec'd Rec'd y " q 
eeast sentenber Gees Novenber areas January February March April Bee core sats Re S Hea peed 
1939 1939 1939 1939 1939 1940 1940 194) 1940 1940 i940 1940 he pus eer 
5 3 5.00 
15 10.0 4 500 24 5.00 21 500 31 5.00 21 5.00 25 
24 10.00 6 50.00 ee Ga 
24 10.00 29 10.00 18 5.00 30 10,00 6 5.00 8 500 
6 15.00 24 15.00 
21 15,00 1415 16 15.00 
26 60.00 
3 15.00 29 15.00 
1 20.00 
30 10.00 
10 10.00 25 10.00 
10 10.00 2 10.00 11 10,00 23 19,00 5 11.00 
21 90.00 
Rec'd Rec'd Ree'd Reo'd Rec'd Rec'd Rec'd Rec'd Rec'd Rec'd Rec'd Rec'd Rec'd Reo'd Rec'd 
August September October November December January February March April May June July August September October 
1939 1939 1939 1939 1939 1940 1940 1940 1940 1940 1940 1940 1940 1940 1940 
9 10.00 
24 45.00 19 22.50 
9 7.50 23 7.50 7 7.50 5 7.50 26 7.50 
11 15.00 
19 15.00 5 30.00 7 15.00 7 15.00 21 15.00 
21 15.00 25 47.50 15 7,50 19 15.00 19 7.50 21 7.50 ae Toe 17 730 
22 90.00 
20.00 40.00 30.00 0.00 142.50 15.00 0.00 15,00 182.50 80.00 122.50 45.00 144.00 25.00 38.50 


310 


Dee. 21, 1940 
page 1 
Rec'd Rec'd 
November December 
1940 1940 
20 15.00 
8 15.00 
Dee. 21, 1940 
page 2 
Reo’'d Rec'd 
November December 
1940 1540 
14° 30.00 
18 7.50 
67.50 
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GOVERNMENT’S EXHIBIT No. 26 


Direct-U-Systems 
General Offices - Sixth Floor 
357 South Hill Street 
Los Angeles, California 


December 10, 1938 


To Whom It May Concern: 

This is to certify that Mr. C. S. Wallace whose 
signature appears below, is a Division Manager of 
this Corporation, with authority to execute, in the 
name of this Corporation, our standard lease agree- 
ments covering the appointment of exclusive Fran- 
chise Owners. 

Mr. Wallace has authority to endorse checks or 
drafts made payable to this Corporation for the 
sole purpose of converting same into Cashier’s 
checks or to certified checks payable to this Corpo- 
ration. 

DIRECT-U-SYSTEMS (a Corpo- 
ration) 

[Seal] By C. W. TALBOTT, 

Executive Vice-President. 
C.S. WALLACE. 
Signature C. S. Wallace. 
An International Service 


[Endorsed]: Filed Sept. 22, 1942. 
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GOVERNMENT’S EXHIBIT No. 28 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 16, 1941. 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

I have very recently discovered that there was a 
franchise operator who preceded me here in San 
Francisco nearly a year ago. I have this morning 
had a long conversation with him, I refer to Mr. 
Ralph A. Burke. I believe that if I had been given 
the full information in regard to his activities it 
would have been of marked assistance to me and I 
do not think that the information should have been 
with-held. : 

Mr. Burke states that he did a certain amount of 
build-up and preliminary work here and that when 
he severed his connections with Direct-U-Systems, 
he turned over all of that information to Mr. Mar- 
shall. I believe that I should have the benefit of the 
work that he did and request that you see that the 
following data is sent to me: 
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1. A list of all major business firms in San 
Francisco with the names of directing personnel 
of each firm. Mr. Burke states that he spent a 
great deal of his personal time getting together 
this information and then turned it over to Mr. 
Marshall. 

2. A complete breakdown of the expenditure 
of the hotel guest’s dollar into particular fields 
of merchandise, amusements, etc. Mr. Burke 
states that he spent a good many dollars hav- 
ing various agencies secure this breakdown, 
which goes very much further than the break- 
down of the American Automobile Association 
which has been submitted to me from your of- 
fice. He states that his breakdown shows, for 
example, how much is spent for furs, for cam- 
eras and photographic supplies, etc., ete. 


I have told you in previous correspondence that 
while we have a great many prospects who are in- 
terested, we are having very considerable difficulty 
in closing those prospects. This is specific infor- 
mation as to expenditures and it may be of real 
value in clinching these deals. 

3. A list of the sales that Mr. Burke actually 
made. He says that the money was refunded 
to each and every one and that they should still 
be good prospects. 
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T trust that you can get this information together 
and send it to me promptly. 
Yours very truly, 
R. H. BERGEN. 
RHB/s 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed Sept. 22, 1942. 


er 


GOVERNMENT’S EXHIBIT No. 32 


2607 Mira Vista Drive, 
Richmond, Calif. 
May 7, 1941. 
Mr. C. W. Talbott, Pres. 
Direct-U-Systems, 
7225 Beverly B’l’v’d, 
Los Angeles, 


Dear Mr. Talbott, 

I have your letter of May 2nd for acknowledg- 
ment. I, also, regret that I have been compelled to 
cease my efforts with Direct-U-Systems, but with 
the industrial experience I have behind me, I can- 
not afford to fool along with a proposition that is a 
fight every inch of the way. I am again very satis- 
factorily connected in Industry. 

I have no desire to hold this territory inactive for 
the balance of my franchise period, but neither have 
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I any intention of turning over my contract for 
mere promises. 

I shall be pleased to turn the franchise back to 
you for a fair and just consideration, but that con- 
sideration will have to be cash. 

Yours truly, 
RALPH H. BERGEN. 


[Endorsed]: Filed Sept. 22, 1942. 


—_—_—___ 


GOVERNMENT’S EXHIBIT No. 34 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


November 30th, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California. 
Attention Mr. Marshall 


Dear Mr. Marshall: 

We are having difficulty with the batteries in the 
demonstration model burning out. Have you found 
any means of protecting them when carried in the 
case, to prevent contact being made in the switch 
and so burning the battery out. 
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We have contacted the Eveready agency here, 
who sent us to McKesson & Robbins, and in both 
instances we failed to secure replacements. 

McKesson & Robbins said they would get them 
from the Eveready people, but that we would have 
to buy them in lots of three dozen at $2.36 per dozen, 
whie is preposterous. 

Will you please send me six of these batteries. 
Cannot some means be found to remedy this condi- 
tion or rebuild the sets with a raised rim about 
the edges to protect the push buttons. 

Sincerely 
_ R. H. BERGEN. 

Sent 6 photos mounted of El Cortez Hotel Apts. 
6 Batteries.—Prepaid by T 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/22/42. 
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GOVERNMENT’S EXHIBIT No. 35 


R. H. Bergen Y Ukon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


December 6, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California. 


Attention: Mr. C. W. Talbot, President 


Dear Mr. Talbot: 

I have your letter of December 5th concerning the 
. additional copies of forms D-25 and D-31, for which 
I thank you. 

IT appreciate your offer of assistance if needed. 
As I stated in a previous letter, we are finding that 
nobody is willing to really do business on this propo- 
sition until after the first of the year. I have two 
very good men who have been making sales ealls, 
and they have made a large number of calls in the 
nine days that they have been at it, about seventy- 
five calls in all. They are getting a very favorable 
reception with comparatively few complete turn 
downs, but most people after listening carefully, 
say, ‘‘Come in after the first of the year’. The 
boys have quite a few ‘‘call backs’’ to make next 
week, but I anticipate the final answer on them will 
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be the same—next year. Also, I anticipate that the 
nearer we get to Christmas the more that will be 
true. If you can give me any suggestion as to how 
to combat that, I will appreciate it. 

I would also be pleased to know just what suc- 
cess Mr. Barnes is having in Long Beach. Is he 
making actual sales, and if so how does he accom- 
plish it? 

I am at present running another ad for salesmen 
and intend to make the utmost use of this month 
in building up and training my sales force, arrang- 
ing leases with the hotels we wish to work on, pre- 
paring and perfecting prospect lists and in every 
way possible preparing for the first of the year. 

In our solicitation, we are getting no response 
whatsoever to the El Cortez Hotel. The opinion 
seems to be prevalent here that it is, to a very large 
extent, a hotel of permanent guests. In fact the 
large pictures sent to me a dav or two ago from 
your office showed in very large letters down the 
front corner of the building ‘‘El Cortez Hotel 
Apts.’’, which of course does not interest the mer- 
chant trying to catch the transient trade. We have 
no sales made on that hotel nor even any live pros- 
pects. On the other hand, many of the people we 
have called upon have asked about the Palace and 
St. Francis. Therefore I feel that if we succeed in 
signing up either or both of those hotels, we will 
meet with much quicker success, which will have a 
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marked psychological effect, by working on them 
and leaving the El Cortez until a later date. 

We have closed one contract on the Palace, but 
naturally, not having closed a deal with them yet, 
we have accepted no money, nor have we made any 
promises as to time. 

We are negotiating with the Lions Club to take 
the space on the Sir Francis Drake board as sug- 
gested by Mr. Marshall. The results of a call made 
since writing this do not look too encouraging. 

We are negotiating at present with the St. Fran- 
cis and Palace; will see the Mark Hopkins today, 
and the Empire as soon as possible. 

Mr. Bryant showed me a copy of a contract with 
the Hotel Oakland. We will want to start on the 
east side of the bay as early in the new year as pos- 
sible, so I would appreciate your sending me a copy 
of that contract. 

I have received from you 500 business cards— 
400 of which were printed complete and 100 lacked 
a salesman’s name, so they will have to go through 
a press again to be serviceable. As I take on ad- 
ditional salesmen to cover this large territory, am 
I entitled to additional cards for them, and renewals 
as needed. | 

Also am I entitled to additional prospect letters 
as I need them for additional hotels and other sec- 
tions of the territory. 

What is the status of the contract Mr. Marshall 
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told me about that is being negotiated with the Bank 
of America for use of the animator? 

With kindest regards, I am 

Yours very truly, 
RALPH H. BERGEN. 
R. H. Bergen 

RHB/s 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/22/42. 


GOVERNMENT’S EXHIBIT No. 36 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


December 138, 1940. 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbot: 

This acknowledges receipt of vour letter of the 
12th and the copy of the contract with the Hotel 
Oakland. I propose to start work in Oakland just 
as soon as I can after the first of the year. I want 
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to get the sale of the Sir Francis Drake well started 
first. I expect by the first of the year to have at 
least four good salesmen, so that as soon as the 
Drake board is really going I can shift one or two 
of the men to Oakland. 

In your previous experience have you found it 
necessary to accept some contracts on a monthly 
payment basis with a non-revocable annual con- 
tract? We are running into that here. We have 
established the price on the Sir Francis Drake board 
at $120 per year, and plan at present to establish 
that same price on the St. Francis and Palace. We 
have sold one space on the Sir Francis Drake board 
to a well established, large, and old Beauty Salon, 
but could only get it on the basis of $10 monthly 
payments. We have also had two other concerns 
turn us down on the Sir Francis Drake but express 
willingness to sign, one for the Palace and one for 
the St. Francis. Both are highly reputable con- 
cerns of long standing so we accepted their contracts 
without any cash payment subject to our ability to 
close with those hotels. But here again they both in- 
sisted on monthly payments. : 

There is a problem I wish to discuss with you 
concerning the Sir Francis Drake board. As the 
map now appears on that board about 60% of it is 
south of Market Street in the wholesale, industrial, 
and shipping section of the City, where there is 
scarcely a spot that is of anv interest to the hotel 
guests. On the other hand all the major hotels, all 
of the retail shopping district, all entertainment 
and night spots, and business and professional men 
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are north of Market Street, which occupies only 
about 40% of the map as now shown. Therefore, I 
think that for the final installation in the Sir Fran- 
cis Drake a new map should be installed. Inci- 
dentally since all the major hotels are within a few 
blocks of each other in this Market Street and 
North of Market district, the chances are that the 
Same map will serve for most, if not all, of them. I 
am enclosing two maps of the City showing in one 
case approximately the area now shown, and in the 
other my recommendation of the area that should 
be shown. 

In the meantime the one space we have sold on 
the Sir Francis Drake was on the basis of $10 down, 
$10 January 1st and monthly thereafter. Therefore, 
I would like if possible to place his name on the 
board before January 1st, even tho we may change 
the whole map eventually. This party has not only 
taken space on the Drake but has asked for an op- 
tion on the Palace and St. Francis. We hope to con- 
tract with both those hotels next week, in which 
ease this party will sign additional contracts, and 
at the same time all information will be secured so 
you could make up the cards for me to go on the 
present board. 

Has it been customary to make any concession in 
price to a client if he contracts at one time for space 
on several boards. We have thought that if neces- 
sary to secure such contracts, it would be good busi- 
ness to make a price of $25 per month for three 
boards instead of a straight price of $10 per month 
per board. Would such an arrangement raise any 
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complications? Would you consider it good policy? 

The cards on the Sir Francis Drake animator 
have become very badly marred due to a bad roller 
that was on that machine while Mr. Bryant was 
here. I am enclosing a couple of scraps of one card 
to show the extent of the disfiguration. It is a bad 
demonstration and many very desirable clients are 
looking at that board. The Managers of both the 
St. Francis and Palace are going to look at it, 
therefore, I think that we should remove all of those 
eards and replace them with a few new ones. I am 
enclosing a sheet of suggested copy for eight new 
eards; will you kindly have them made up for me 
and send them as quickly as possible. The present 
condition of that animator is really very bad. 

Sincerely yours, 
R. H. BERGEN. 
RHB/s 
Ene. 
(Cut) 
Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/22/42. 
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GOVERNMENT’S EXHIBIT No. 40 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner : 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 10, 1941. 
Mr. Talbott, President 
Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

I am enclosing two contracts for the Sir Francis 
Drake Board, together with location chart and copy 
for 8 by 10 eard. 

I want to spot these two Fic. on the map that is 
now here, then they can also be located on the new 
map you are making up, which I believe should not 
be installed until the board is completely sold. Will 
you therefore please make up the necessary ecards, 
and send them to me. Does Mr. Starkey have the 
necessary drill to install new lights and do you 
instruct him on such work or should I? 

When at the Hotel today, I noted that the ani- 
mator is still disfiguring the cards, and the new 
ones you sent me recently are already beginning to 
look shoddy. It seems to me that the trouble is with 
the central rubber roller that rides against the 
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wooden spool. I cleaned the spool off thoroughly 
when I put the new cards in, but there is now a 
black streak on the spool which transfers to the 
eard and forms a black streak down the centre. 
What can be done to remedy that? Will you please 
instruct Mr. Starkey and let me have a copy of 
your letter. 

With reference to additional letters for the hotel’s 
use. Their letters are white block letters, all caps, 
and they particularly wish about three each of the 
vowels in the one inch size. 

With best regards, 
R. H. BERGEN. 
RHB/s 
(Cut) 


Our Direct-U-Systems Direct Buying Dollars to 
You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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GOVERNMENT’S EXHIBIT No. 42 


H. R. Browne Phone GArfield 7700 
Resident Manager 


Golden Gate Direct-U-Systems 
Franchise Owner 
Direct-U-Systems 

980 Market Street 
San Francisco, California 


September 24, 1938. 
Direct-U-Systems, 
307 So. Hill Street 
Los Angeles, Calif. 


Gentlemen: 

I realize it is inconvenient, to say the least, to be 
unable to see you in person for a discussion of our 
mutual interests, however, will have to make the 
best of the situation and try to progress by the 
slower and somewhat unsatisfactory medium of cor- 
respondence. 

fam sure you will realize that the questions I ask 
from time to time are propounded in all sincerity 
and are questions that are being asked here in San 
Francisco, and are natural queries arising in an 
effort to promote and pioneer a new deal, therefore, 
please do not ignore them but give me either a 
‘ves’? or ‘‘no’’, or some reasonable explanation that 
will be of assistance. 

Several weeks ago I wrote vou about the 8 & 10 
cards stating that both advertisers and hotels would 
insist upon these cards being lettered in a union 
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shop here in San Francisco, and as you are familiar 
with the labor situation in this City it will be un- 
necessary to dwell further upon this subject. You 
have failed to answer my letter. Please give me 
some kind of a reply as to your position in this 
matter. 

Another question is being constantly asked here. 
Have you installed the Cabinets in Los Angeles and 
in what hotels? If you have a Los Angeles installa- 
tion a picture of the lobby taken at a distance of 
15 or 20 ft. from the Cabinet would help. This pic- 
ture might aid in overcoming the constant request 
to see a full size Cabinet, the subject of several pre- 
vious communications. Have you an installation in 
any other City, I mean one carrying the 8 & 10 
movie cards? Copies of the letters shown the writer 
from the Multnomah and New Washington Hotels 
should be available. 

Now, for an important feature developed during 
the experience of the last month. Many of the large 
advertisers, Department Stores, Transportation 
Companies and others place all advertising through 
an Agency. The latter exacts a 15% commission. 
The Sales Manager or Salesmen must be paid up 
to 25%, therefore, if the franchise owner is stuck 
for this 15% the margin of profit is much less 
than 10%—practically prohibitive. Has this situa- 
tion arisen in your experience and how is it being 
handled? Also, is there a quantity discount in the 
event an advertiser takes three or four locations on 
each board? 
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We are asked if the 3’ x 3’ Map will include a por- 
tion of the Exposition grounds and the route leading 
to it. What is your plan in this respect? In this 
connection might add that I am now working on the 
Exposition Officials and have an appointment with 
one of the Executives for the first part of next week. 

I trust you will fully appreciate the problem I am 
grappling with here and your desire to co-operate in 
every way will prompt you to Air Mail a full, com- 
prehensive and early reply. 

Sincerely, 
H. R. BROWNE. 


[Endorsed]: Filed 9/23/42. Direct-U-Systems 
Direct Buying Dollars to You and Tell Your Mes- 
sage. 


GOVERNMENT’S EXHIBIT No. 43 


H. R. Browne Phone GArfield 7700 
Resident Manager 
Golden Gate Direct-U-Systems 
Franchise Owner 
Direct-U-Systems 
80 Market Street 
San Francisco, California 
October 1, 1938. 
Direct-U-Systems, | 
357 South Hill Street, 
Los Angeles, California. 
Gentlemen: 
I appreciate the spirit of your letter of Septem- 
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ber 27th and if we can both translate the spirit of 
our letters into definite action, we may be able to 
“go over the top.”’ 

A week ago the local advertising club sent me a 
man, Bert Van Cleve, who has had extensive ad- 
vertising selling experience and is a high class man, 
with the best of recommendations. I engaged him 
as a Sales Manager, hoping the third chance would 
bring the winning number. He was out on the firing 
line this week, with a drawing account against com- 
mission of $25.00 per week, seeking additional hotel 
locations, that we might have a group to offer ad- 
vertisers, particularly the large ones. 

Herewith you will find leases and location charts 
covering the following hotels :— 


Sutter —191 Sutter Street 
Governor —Jones and Turk Street 
Powell —17 Powell Street 
Mark Twain—345 Taylor Street 
Clark —217 Eddy Street 
Fielding —386 Geary Street 


You will observe the Sutter is for one year, the Gov- 
ernor for two years: this for the reason that these 
periods represent the tenure of the present leases. 
Kindly return promptly a copy of these leases, 
properly accepted. 

Incidentally, the copy of the Cortez lease has 
failed to reach me, and I should have a copy of the 
Hotel Shaw lease. Also, in vour letter, vou over- 
looked advising me about new lease agreements, the 
form now in use containing a number of glaring er- 
rors in spelling. 
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In your letter of the 27th you state you will make 
some arrangement to have one of your organization 
visit San Francisco in the near future, although you 
deem it inadvisable to do so, pending settlement of 
strike conditions. 

However, Mr. Van Cleve, with two other sales 
persons, will start out Monday to sign advertisers: 
the former beheves he has a method of approach 
that will overcome the strike complex. Please, if at 
all possible, make your visit at once; certainly 
within the next week would be ideal. By that time 
we will have a hotel lined up for the sample board 
and hope it will be the Plaza. You could then size 
up the situation at first hand, get the information 
you need to complete the board, facilitate its speedy 
installation, thereby greatly helping to break down 
sales resistance. 

I appreciate your concession as to having the 8 
x 10 cards made here in San Francisco. Please ad- 
vise as to the weight of the stock on which these 
cards are to be printed. 

There are a number of other questions of vital 
importance in connection with our deal, but we can 
discuss them when you reach our city. 

I am very positive that you will be amply re- 
warded by making this personal visit to San Fran- 
eisco without delay. 

For instance, the patent situation in connection 
with Direct-U-Cabinets needs to be discussed very 
thoroughly, for there is now on foot here an or- 
ganized movement to duplicate your product, with 
a few minor changes. This is only one of many an- 
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gles bearing on our relations together. If we get 
off on the right foot, we will both permanently 
benefit thereby. 
Sineerely, 
H. R. BROWNE. 
HRB/N 
Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message. 


[Endorsed]: Filed 9/23/42. 


GOVERNMENT’S EXHIBIT No. 45 


Western Union Telegram 
FAS 40 NT-San Francisco Calif 23 


1940 Jan 24 AM 6 47 
E M SCHUTT—1026 Williamson Bldg Cleve 
You Are Exclusive and the Only Representative 
Direct-U-Systems Ever Had in Your Area. Any 
Action Preventing or Interfering Your Operations 
Will Provide Grounds for Damage Action Against 
Them. Continue Your Operations Will Protect You 
Against Any Action Started. 
Direct U Systems Talbot... 


[Endorsed]: Filed 9/23/42. 
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GOVERNMENT’S EXHIBIT No. 47 


Direct-U-Systems 
General Offices 
Direct-U Building - 7225 Beverly Blvd. 
Los Angeles, California 


January 30, 1940. 
Mr. E. M. Schutt 
1026 Williamson Bldg 
Cleveland, Ohio 


Dear Mr. Schutt: 

Mr. Morgan has forwarded us your letter of the 
25th, as well as his answer of the 26th, and we feel 
that you are being unduly exercised over any pos- 
sible competition. 

We are at a loss to understand why you should 
let the Robot or any other competitor make you feel 
you have no chance, for there is no question that 
our equipment is superior in many ways, and we 
have advantages and features that none other have. 

Apparently the franchise operator for the Robot 
has made a complete failure and realizes that vou 
are able to become real competition to him and do 
a job that he has apparently failed to make good on, 
and this is the reason that he has been attempting 
’ to discourage vou. 

As we wired vou and wrote you, if anyone inter- 
feres with vour operations or attempts to embar- 
rass you to the extent that it is dertimental to your 
operations, we feel that vou would be within your 
rights to assure them that they had better be able to 
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take care of a substantial damage suit, for this is 
most certainly what would be brought about. 

You have a lease on the New Amsterdam and we 
would suggest that you complete the selling on this 
cabinet first, before worrying about leases on other 
hotels, for as we advised you, you will have no diffi- 
eulty in getting all the leases that you want after 
you have shown the hotel men that you can and 
will put it over. 

You can readily appreciate that the hotel man 
wants new and outstanding service for his guests, 
and this is the one thing that he is always striving 
to attain. 

As far as getting the other hotels, we feel that 
you will have no difficulty, although it may prove 
to be somewhat of a nuisance if your competitor 
has made a nuisance of himself in contacting the 
hotels. We suggest that you go ahead and work 
on your New Amsterdam and get it installed, and by 
that time you will find that the competition has 
completely fallen by the wayside. 

As far as our contract, we did not agree, as you 
ean readily appreciate if you will read your copys 
as to any specific number of hotels. We ordinarily 
recommend to our division managers that they se- 
cure one hotel for the franchise operator, and let 
him go to work on it, and he will be more success- 
ful than if he has a great number of hotels and 
goes out and tries to solicit subscribers on all of 
them, instead of consummating one or two. 

You can readily appreciate that for you to have 
five or six hotels and attempt to sell on all of them, 
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that the natural result might be that you would have 
the spaces about one-half sold on five or six loca- 
tions and none of them completed. 

Mr. Morgan has assured us that Mr. Mark Regan 
appreciates the fact that our service does render an 
outstanding civic betterment and by the change of 
rotating cards, it affords the subscriber a service 
that he cannot get in any other way, and he can 
constantly keep his publicitv apace with the sea- 
sons or his special] items that he desires to publicize. 

As far as competition, we know that competition 
is the life of business and you most certainly should 
not let this get you down, as we are at the present 
time building an installation which goes into Wash- 
ington. The franchise operator there ran into a 
competitive operation, with the natural result that 
after the competitor’s salesmen viewed our equip- 
ment, they immediately made application to go to 
work for the Direct-U-Systems’ representative, and 
very freely stated that our service offered more 
than they were able to give, and consequently they 
were interested in making this change. 

It is very easy for you to call to the attention of 
any hotel that holds a competitor’s lease, that un- 
doubtedly it is not an exclusive lease, and they are 
just as much interested in getting this equipment in, 
as you are. If you will present this upon sound 
business principles, you will have no difficulty in 
gradually getting all of the leases that you will 
desire. 

Referring to one of your paragraphs in which 
you state that the Detroit company who has taken 
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over the distribution of Direct-U-Systems in that 
territory, is under investigation. Of course we know 
nothing about this, with the exception that we made 
a very exhaustive investigation, and the men in- 
volved in this company maintain an unusually high 
standing in the community and we might say that 
they are getting under way and are proceeding very 
nicely, and we feel confident that it will only be a 
comparatively short time until they will have their 
first installation in. 

You can readily appreciate that when they se- 
cure a lease on such hotels as the Detroit Leland 
and the Ft. Shelby Hotels, which have an unusually 
high standard among hotels, that the hotels in Cleve- 
land will very rapidly fall into line. We would 
strongly suggest that you proceed with the New Am- 
sterdam and by the time that you have it completed, 
you will find that your trouble-making competitor 
has died the death that usually oceurs to men who 
are interested in creating trouble instead of pro- 
ceeding with their work. 

[Printer’s Note: Detroit Leland’’ and ‘‘Ft. 
Shelby Hotels’’ circled and ‘‘Have these ever 
been actually installed”’? written in right-hand 
margin. | 

In reference to your last paragraph relative to 
the lease rentals between other hotels. According to 
the schedule which we attached to the agreement, 
which of course is not a part of it, as we are not in 
position to compel you to pay your salesmen any 
stated amounts, nor can we compel you to pay the 
hotels the amounts that we suggest; but we know 
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that except in rare instances, the $100.00 per year 
secures for us the leases from the best hotels. In 
fact, we have leases on hotels of approximately 
2000 rooms and pay $100.00. 

In order to assure you of our desire to cooperate, 
and it must have been advisable for Mr. Morgan 
to add the 10% in there; we will absorb this addi- 
tional cost in this particular instance and let you 
deduct it from our royalties. 

We feel sure that you will appreciate that this is 
more than fair, but we are interested in your pro- 
ceeding and developing your area, and we trust 
that you will not let some competitor who appar- 
ently has made a failure, discourage you so easily, 
as from the reports Mr. Morgan made on you, we 
feel that you are an entirely different type. 

In closing, please let us assure you that you were 
quite familiar with each section of the agreement 
and you will recall that we wrote you immediately 
when we acknowledged your agreement, and asked 
you if there was anything pertaining to our agree- 
ment which you were not fully in accord with, and 
thoroughly understood, and it was agreeable. 

We assure you that we stand ready, willing and 
able to more than fulfill our portion of the agree- 
ment and we suggest that you forget all about your 
competitor and go to work on the hotel which you 
have, and we will start a campaign with the hotels 
you have stated you are particularly interested in 
leasing, and feel sure we can assist you in breaking 
down any resistance. 
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With kindest regards we are, 
Very truly yours, 
DIRECT-U-SYSTEMS, 
By C. W. TALBOTT. 


(Cut) An International Service 


[Endorsed]: Filed 9/23/42. 


See 


GOVERNMENT'S EXHIBIT No. 49 


Direct-U-Systems 
General Offices 
Direct-U Building - 7225 Beverly Blvd. 
Los Angeles, California 


February 8, 1940. 
Mr. E. M. Schutt, 
1026 Williamson Blvd., 
Cleveland, Ohio 


Dear Mr. Schutt: 

I wish to acknowledge your letter of the 30th and 
regret that it has not been answered sooner, but we 
have had quite a lot of illness in our organization. 

We are extremely sorry that you are having so 
much difficulty in getting started and we feel that 
you are letting some implications get you unduly 
worried. As far as anyone having identical equip- 
ment to ours, including the Rotating machine, we 
would appreciate your sending us the information 
on to us as we have never run into it. It is possible, 
of course, for someone to reproduce an electric di- 
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rectory but they are not comparable in the value 
that is rendered to the merchant. We have run into 
definite cases where the salesmen of the competi- 
tor wanted to quit and work on our proposition be- 
cause they could see the many advantages. 

We are not interested, and you should not be in- 
terested in the other fellow and his arrangement. 
You can rest assured that you have equipment that 
has much more of an appeal than any competitor 
can possibly have. If you will send us a list of the 
hotels that you desire to have leases we will write 
them direct telling them of the many advantages. 
We feel that the standing of the company and your 
personal standing, we should have no difficulty in 
getting them to reconsider in giving you a lease for 
an installation. 

As far as the Better Business Bureau, they are 
perfectly at liberty to make any investigation they 
desire as our company is operated on an extremely 
ethical basis. We, of course, are not in a position 
either to know or state about any competitor. 

We appreciate as well as you must, that it is quite 
unpleansant on the part of the Better Business 
Bureau to go out of their way (as you have con- 
veyed the thought) to create trouble for you, as 
their purpose should be as an investigating organi- 
zation and not a trouble-making one. 

In reference to the National Directories System, 
we have very carefully investigated their connection 
with the Robot Map Service and the president of 
the Robot Map secured the control of the National 
Directories System a couple of years ago. We know 
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that they are constantly being tied in with law suits 
on the National Directories set-up and that they are 
one and the same company. Of course, we have no 
information as to the truth of these assertions and 
there is no way we can secure this information for 
you. 

We did have some information a month or so ago 
that the salesman of the Robot Company had quit 
and they were ready to fold up; but again, we are 
not in a position to substantiate these facts other 
than we can say it is heresay. 

The Direct-U-Systems, nor any of its officers have 
any connection with the National Directories or the 
Robot Map Service. 

Several years ago the writer did have a financial 
interest in the National Directories but sold all of 
his holdings in March, 1938, to Mr. Young who is 
the president of the Robot Map Service. 

Outside of this, there is no other information 
we can give you with the exception that the Direct- 
U-Systems has exclusive features that no other 
company has, and also that the company operates on 
an extremely ethical basis. 

If you do not feel that vou have an opportunity to 
go ahead with this work, of course we will endeavor 
to work out some arrangement to secure someone to 
take over your contraet which, as you know, pro- 
vides that you have paid the advance lease rental on 
two Systems to be delivered to you in accordance 
with your contract and when vou furnish us with 
the necessary data to complete the equipment. 

We feel confident that a man of the type that 
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you are 


judging from the recommendations of Mr. 
Morgan, that if you would apply yourself to the de- 
velopment of your territory and let the competitor 
do likewise or as he desires, you will be success- 
ful. We suggest that you forget all about the other 
fellow and go ahead with your business which can- 
not help but be productive. 

Yours truly, 

DIRECT-U-SYSTEMS, 

By C. W. TALBOTT. 
nh 
(Cut) An International Service 


[Endorsed]: Filed 9/23/42. 


—————— 


GOVERNMENT’S EXHIBIT No. 50 


Cleveland Ohio. 
1026 Williamson Bld. 


February 14, 1940. 
Direct-U-Systems. 
7225 Beverly Boulevard. 
Los Angeles, California. 


Attention Mr. C. W. Talbot. 
Gentlemen, 

I am somewhat surprised at your letter of Febru- 
ary twelfth. You wrote on February eighth in the 
next to the last paragraph to the effect that if I 
did not feel that I could continue you would ar- 
range to get someone else to take over my franchise. 
Now in this letter of February twelfth you are again 
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denying the contract calls for five hotel leases and 
speak of a settlement on an equitable basis. 

I am going into this matter in detail once more 
with you in an endeavor to give you a clear picture 
of the facts even though most of what I have to 
say 1S repitition. 

I had my first interview with My. Morgan on the 
evening of November 22, 1939 in his room at The 
Statler Hotel. That interview lasted for over three 
hours. Mr. Morgan after having gotten me inter- 
ested in your advertising medium definitly assured 
me that it was something entirely new, there was 
not nor had there been anything like it on the mar- 
ket and that therefor I as franchise owner would 
have an open and clear field in which to introduce 
this method of advertising. On the following Fri- 
day November 24, 1939, Mrs. Schutt and myself vis- 
ited Mr. Morgan at his room in The Statler Hotel 
in order that Mrs. Schutt could also learn at first 
hand just what Mr. Morgan’s proposition was. Mr. 
Morgan again repeated himself to both Mrs. Schutt 
and me that this was a new thing ete. This as you 
will note by my previous letters was not at all a fact 
and definitly constitutes, ‘‘misrepresentation’’. In- 
cidentally if vou need any further proof of my state- 
ment you might be interested in knowing that a per- 
sonal friend of mine has been in to see me who ad- 
vises me of the following. This gentleman answered 
a newspaper advertisement last fall or late last sum- 
mer and subsequently had an interview with the 
representative of The Robot Map Service whose 
proposition was identical with that of The Direct- 
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U-Systems. He did not however take up their prop- 
osition but later answered another blind newspaper 
advertisement and this happened to be Mr. Mor- 
gan’s advertisement. The gentleman had an inter- 
view with Mr. Morgan and he informs me that Mr. 
Morgan not knowing of his previous interview with 
The Robot Map Service told him also that The Di- 
rect-U-Systems was something entirely new and all 
the rest of it, just as he, Mr. Morgan, told Mrs. 
Schutt and myself. 

Refering to your statement in this letter of Feb- 
ruary twelfth and in your other letters that it is not 
the policy of your company to guarantee five hotels 
to a franchise owner. Please let me make this point 
clear to you. It does not concern me at all as to 
what your general policy is in this respect. I am 
only interested in my own particular contract and 
understanding with Mr. Morgan as the representa- 
tive of The Direct-U-Systems. Returning again to 
my first interview with Mr. Morgan and again to 
the second interview accompanied by Mrs. Schutt, 
Mr. Morgan did specifically, definitly and positively 
guarantee that he himself would secure for me five 
good hotel leases and he was so positive that I asked 
if he had any objections to including this guarantee 
in my contract. He readily agreed to this inclusion 
and on Monday, november 27, 1939 he went with me 
to my attorney and again affirmed to both my at- 
torney and myself that the addition of the word 
‘five’? in paragraph seven of my contract meant 
that he, Mr. Morgan, did guarantee to secure five 
good hotel leases. If any other interpretation is 
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claimed after Mr. Morgan definitly assured my at- 
torney and us that he did mean it to guarantee five 
hotel leases then such interpretation would consti- 
tute ‘‘fraud’’. 

Repeating other items of past letters let me say 
again that if Direct-U-Systems are solely interested 
in the legitimate business of making money through 
their advertising medium, then it certainly is not to 
their interest to try to induce me to hold this fran- 
chise feeling as I do about the matter. 

You speak of working out an equitable basis. I 
ean consider no equitable basis except the re-pur- 
chse of my franchise for the full amount of fifteen 
hundred dollars. In fact that is not even an equit- 
able basis to me as I have invested considerably 
more than two hundred dollars additional in set- 
ting up an office to say nothing of the month and a 
half of time wasted and the loss of any income for 
this period. I took over this franchise in good faith, 
the proof of which is born out in my having spent 
this additional money and time but due to misrepre- 
sentation and non-fulfillment of contract on the part 
of Direct-U-Systems or it’s representative I can- 
not go forward with it. 

I again ask for the amount of fifteen hundred dol- 
lars at which time I will return my franchise to- 
gether with all other items belonging to Direct-U- 
Systems. 

In closing I might inform you that when Mr. 
Morgan was in Cleveland he contacted the manager 
of one of the hotels, did not secure a lease, but did 
inform me that this man was so interested that he 
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wished he had the franchise. Might I suggest that 
Mr. Morgan sell this franchise to him. 
Very truly yours, 
Kh. M, SCHUTT. 


[Endorsed]: Filed 9/23/42. 


GOVERNMENT’S EXHIBIT No. 51 


Direct-U-Systems 
General Offices 
Direct-U Building - 7225 Beverly Blvd. 
Los Angeles, California 


February 29, 1940. 
Mr. E. M. Schutt, 
1026 Williamson Building, 
Cleveland, Ohio 


Dear Mr. Schutt: 

We wish to acknowledge receipt of your night 
telegram, and we endeavored to go into detail in our 
letter of the 16th when we submitted to you a Re- 
purchase Agreement. 

We feel that the Repurchase Agreement is ex- 
tremely fair and equitable inasmuch as by its terms 
we assume all the costs and expenses of sending 
someone in there to arrange for the services of a 
man to take over your area and we also absorb the 
expenditures of Mr. Morgan’s trip there. Of course, 
these men work strictly on a commission basis and 
when they select and have completed an arrange- 
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ment with a lessee they are entitled to their com- 
mission. 

You can readily appreciate that the company is as- 
suming a tremendous load here by our desire to be 
fair and equitable. We feel that that area has one 
of the most productive possibilities in the United 
States and we are extr enely interested in getting it 
developed. 

We have just recently made a shipment of an- 
other installation to New York City, and we are in 
our plant now completing an installation for Wash- 
ington, D. C., Detroit, Pittsburgh, and several] other 
places. We regret very much that you have not been 
able to get off to the flying start that Mr. Morgan 
felt you could do. 

Frankly, we feel that this fellow who was a com- 
petitor has more or less unsold you on the proposi- 
tion. If he would go ahead and make his installa- 
tions, and you would do the same—we know that 
you would have an installation in very rapidly. 

We will appreciate your executing this Repur- 
chase Agreement thus allowing us to ship a division 
manager in there to arrange for someone to take 
over the development of that area. We feel that it 
would be only a short time until we had some in- 
stallations there and then you would receive the re- 
turn of the advance lease rental that you have made 
on equipment. This company stands ready, willing 
and able to deliver the equipment at any time that 
you will furnish us with the necessary information. 

We assure you that we regret very much that this 
has not turned out as we all had anticipated. We 
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feel that this solution would be the best from all 
points, and one in which the Repurchase Agreement 
becomes a direct liability on the part of the company 
in the event they do any development in that area— 
and you may rest assured that we intend to do. It 
is something that will clear the situation up the fast- 
est of anything we might suggest. 

We trust that you will execute this agreement and 
return it to us. We will then expedite all possible 
delay and try to have that territory under operation 
by the time you return from your trip. 

Anticipating hearing from you at our earliest 
convenience, and with the kindest personal regards, 
we are 

Yours very truly, 
DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
nh 
(Cut) An International Service 


[Endorsed]: Filed 9/23/42. 
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GOVERNMENT’S EXHIBIT No. 52 
AGREEMENT 


This Agreement entered into this 11th day of April 
1939 by and between Direct-U-Systems with general 
offices at Los Angeles California, hereinafter re- 
ferred to as the Lessor and Ralph A. Burke of San 
Francisco, Calif. hereinafter designated as the Lessee. 

Now Therefore; in consideration of the premises 
and the mutual promises of the parties and the con- 
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sideration passing and to pass from each other to 
other it is agreed as follows: 

The Lessor hereby grants to the Lessee the ex- 
elusive right to use and operate the Lessor’s Direct- 
U-Systems in the following described territory for a 
period of 3 years on the following terms and con- 
ditions with the option for renewals for an additional 
period of 5 years on the same terms and conditions 
provided 5 installations have been made during the 
first year: 


City of San Francisco, California. 

(1) The lease rental on the 40 space Direct-U- 
Systems shall be $750.00 each, and on the 30 space 
systems the lease rental shall be $500.00 each for 
the first year payable upon installation and collec- 
tion. 

(2) The second and succeeding years each 40 
space system shall be $250.00 per year, and $166.67 
for the 30 space Direct-U-Systems, payable upon 
collection. 

(3) $1500.00 upon signing of this agreement. 
Said payment of $1500.00 representing payment of 
the lease rental of the first two systems hereby leased 
by Lessee from Lessor to be delivered upon demand. 

(4) Lessee agrees to pay Lessor 12% royalty 
in addition to the lease rental above set forth, pay- 
able upon installation and collection. 

(5) In addition to the above lease rentals and 
rovalties the Lessee shall pay to the Lessor the sum 
of 40 cents (40c) for each advertising card furnished 
for the Lessor’s subscribers each month, individual 
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copy for the advertising cards to be used the fol- 
lowing month, otherwise the Lessor shall be re- 
lieved from the responsibility of furnishing same. 

(6) Lessor agrees to furnish and install each 
system complete and maintain same at its own ex- 
pense during the life of the agreement. 

(7) Lessee shall have the use of the leases of 
hotels and depots and shall pay lease rental direct 
to location Lessor in the above designated territory, 
and it is.agreed that all leases shall be made in 
the name of the Lessor and must be approved by 
the Lessor. 

(8) Lessor shall cooperate and assist the Lessee 
in securing location leases, hiring and training sales- 
men and rendering all additional assistance prac- 
ticable, and shall loan sales equipment to Lessee As 
Per List Attached. 

(9) Lessee shall operate the business in his ter- 
ritory as an independent contractor and shall in no 
way obligate the said Lessor. This is not an agency 
or partnership. 

: (10) All advertising space shall not be sold for 
less than $5.00 per month unless agreed to in writing. 

(11) This agreement supersedes and voids all 
previous agreements between the parties and before 
executing this agreement Lessee has read each pro- 
vision herein and understands same, and no other 
agreement or representation shall be valid or bind- 
ing on the Lessor. 

In Witness Whereof the parties have affixed their 
signatures the day and year in this instrument first 
above written. 
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Down payment of Cashier’s check for $1260.86 
and note for $239.14 to be paid in 30 days. 
DIRECT-U-SYSTEMS 
By A. MARTINEZ 
Lessor 
By RALPH A BURKE 
Lessee 
Witness: 


Schedule on following page— 


ANTICIPATED INCOME AND EXPENSES LESSEE PRO- 
POSES TO EFFECT FIRST YEAR—STANDARD 40- 
SPACE INSTALLATION. 


Income— 
40 spaces at $5.00 per month, or per 
SOE aac $2,400.00 
Expenditures by Franchise operator 
Lease rental to Lessov.............---..-.-.-------- $ 750.00 
Location lease (Hotel) .........0...00.00000.0-- 100.00 
S04 SUT G27 eae 360.00 
Royalty 12% to Lessor.............2...0..2.002--- 288.00 
40 cards month—or 480 per year at 
“AQMcents each... 22s... esc... 192.00 1,690.00 
Net Profit to Lessee each 40 Space in- 
SUC |) 2000) 0) $ 710.00 
Second and following years 
Income—as above 
Expenses— 
TLCS 5G)" es re $ 250.00 
Location lease (Hotel) ......02..00020002 0... 100.00 
Salesmen 10% (acct renewals) ............ 240.00 
Royalty 12% to Lessor.......0..00...000.000---- 288.00 


480 cards at 40¢ each..._....-....2-.----..--00-- 192.00 1,070.00 


Net Profit—each installation 2nd and fol- 
LOMIOE GRAS =e $1,330.00 


350 Norman H, Marshall vs. 


Standard 30 spaee installation 


Income—30 Spaces at $60.00 per year........ 1,800.00 
Ixpenses—by Franchise Operator 
Egmse ucritel .._......... soci ees... $ 500.00 
Loeation Lease (Hotel) -..0...00.. 100.00 
Rll 270.00 
Royalty, 12% to Lessor-......com...x........ 216.00 
30 ecards month—or 360 ecards per 
OT ce So ocic cca cc cs kee eee coe 144.00 1,230.00 
Net Profit to Lessee each 30 space installa- 
(ON pi a ce RS Sa ee. | $ 570.00 
Second and following years 
Micome as Mhove.....2022....M.......-.-------. $1,800.00 
Expenses— 
Tigetee Weta, 2... ..--2ccec0e. cee scccesncecececcsoecccncene $ 166.67 
Tr@@atioin TCA 2. ooo ec cecc ccs cccc enon scsecenseese 100.00 
Salesmen 10% (acet renewals) .............. 188.00 
Ivevalty 12% to Lessor...................c...000 216.00 
360 cards year at 40 cents each............ 144.00 814.00 
Net Profit to Lessee 2nd and following 
By we hs oc Set $ 985.35 
EQUIPMENT 


Direct-U-Systems will furnish to Franchise 
Operator the following equipment: 

1. 3 Demonstration Cabinets 

2. 3 Llustrated Presentation Books 

3. 6 Selling Suggestion Circulars 

Furnished Free: Up to— 

4. 200 sets Advertisers’ Service Agreements 
(quadruplicate) 

D. 20 sets Hotel Lease Forms (triplicate) 

6. Hotel Room Reminder Cards (as needed) 

7. 200 Advertisers’ Map Location Cards 


Umited States of America Sol 


8. 200 Letterheads—Imprinted with name of 
Franchise Operator 

9. 200 Envelopes—Imprinted with name of 
Franchise Operator. 

10. 200 Letters multigraphed on above, filled in 
with names and addresses of Franchise Operator’s 
prospects, from list furnished by him, with 2c stamps 
attached. Shipped to Franchise Operator to place 
in mail. 


— ee 


Extra Equipment—TIf ordered additional to above ; 
shipped COD: 
Letters as per Item 10, Letterheads and en- 
velopes printed, letters multigraphed, names 
and addresses filled in, no postage, per 


hundred, $5.50 
Demonstration Cabinets, each, 7.00 
Letterheads and envelopes per items 9 and 10, 

per 100 sets 2.00 
Presentation Books, including Selling Sugges- 

tion Circulars, each— 1.00 


[Endorsed]: Filed Sep. 23, 1942. 
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Direct-U-Systems 
General Offices 
301 N. Laurel Ave. 
Los Angeles, California 


April 25, 1939 
Mr. R. A. Burke 
625 Hyde Street 
San Francisco, Calif 


Dear Mr. Burke: 

Your letter of April 24th addressed to Mr. Talbott 
has been turned over to me for answer. I have 
also read a few others. 

Taking up the question of hotels. I never told 
you I would or the company would get you any 
particular hotel. I did tell you however that I 
felt sure the company would be able to get you 
a hotel to start on. That the company would cooper- 
ate with vou in lining up the hotels and I showed you 
the letter they sent out to the hotels. I suggested 
that the E] Cortez in my opinion would be a good 
hotel to start on and you agreed and I felt sure 
it could be lined up but did not guarantee we would 
get it or guarantee getting any hotels. You figured 
yourself the hotels would be easy to get in view 
of the fact they received a hundred dollars. I also 
showed you how we figured the number of people 
that came in and out the lobby of a hotel by the 
number of rooms in that hotel. I went over this 
with your salesmanager very carefully and he 
brought the hotel situation up while we were dis- 
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cussing the deal. But as far as guaranteeing or 
promising a certain number of people in or out of 
the lobby, we cannot do that nor can anyone do 
that, as it will vary on the number of rooms and 
the location of the hotel. The company tells me 
that they have sent you copies of leases of eight 
or nine hotels which includes the El Cortez and 
the Shaw Hotels, so I don’t see as you have any 
kick coming on this question. In fact Mr. Burke, 
I think the company has certainly cooperated with 
you. It seems to me that all you have done is com- 
plain instead of getting in and working which is 
your part of the deal. You read the contract over 
and we went over it quite a few times and I think 
the company is living up to it as much as is possible 
for any one to do. 

Regarding the patent. There was very little said 
about that particular fact. I told you it would be 
a good thing if there was some competition.: The 
fact of the matter is there are no boards like ours 
in any hotel in San Francisco that I know of and 
you had plenty of time to go around and visit these 
hotel lobbies and check up on them. [ still don’t 
see what difference it makes whether they are pat- 
ented or not. If you get a board in a certain hotel 
they are not going to let another one in. There 
is no cabinet made that I know of that has the 
moving card system in the middle and that to me 
is the outstanding part of the whole cabinet and 
that is a feature which you liked very much. 

If someone comes along after you have taken this 
franchise and offers you another cabinet without 
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a cent down and no royalty, that is a case of being 
too bad that you did not run into it before you 
went into this and we are not to be blamed for that. 
I turned down a party there after you took the 
deal, who phoned me they would take it, but I 
told them I had already closed the deal there and 
I told you about that. He might have offered me 
twice as much, but in view of the fact that I closed 
with you and had signed the franchise, it would 
have made no difference if he should offer three 
times as much. It does not make any difference 
what someone else offers you, you knew what we 
offered and what money you had to put up and you 
had plenty of time to investigate and you did not 
Jook to me like a man that needed a guardian. 
In fact Mr. Burke you looked like a man who 
would make a success of this proposition, and you 
assured me that you could, otherwise I would have 
made a deal with someone else, as I only interviewed 
about six altogether. 

l am sure if you get down to business and go 
after it you will do some business as there is plenty 
there and you have the outstanding advertising 
proposition there is on the market in my opinion, 
and nearly everyone I talked to thought the same 
thing. Your salesmanager told me he had looked 
at a great many different deals and this was the 
only one that had real merit and if he had not thought 
so he would not have signed up a contract to take 
the deal over, and you told me you thought he 
was a fine fellow and a high class man and J did 
too. It seems to me that all you do is crab instead 
of working, even before you have started. There 
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was never any question in your mind but that you 
could put it over, otherwise you never would have 
taken it over. All this talk about what someone 
else or a competing company offers you has nothing 
to do with this deal. 

Our contract which you read over carefully very 
plainly states that the company is to receive 15% 
and that is what they expect and are entitled to 
and it is fair and equitable and it does not make 
any difference if someone else comes along and does 
not require any royalty—this is our deal and the 
one that you entered into in good faith. I am 
sure that you will find this company always ready 
to cooperate with you in every way in their power 
and that is all that anyone can do, as it is to their 
interest as well as yours, 

Very truly yours, 
A. MARTINEZ 
An International Service 


[Endorsed]: Filed Sep. 23, 1942. 


[Envelope ] 
Direct-U-Systems 
General Oces 
301 N. Laurel Ave. 
Los Angeles, California 


[Stamped] 3 Los Angeles, Calif. Apr 26 930 PM 
1939 Arcade Annex— Air Mail 
Mr. R. A. Burke 
625 Hyde St 
San Francisco, Calif. 
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Ralph A. Burke PRospect 8110 
Manager 
Burke Advertising Agency 
Franchise Owner 
Direct-U-Systems 
625 Hyde Street 
San Francisco, California 


September 12 
1939 
Direct-U-Systems, 
301 North Laurel Avenue, 
Los Angeles, California. 


Gentlemen ; 

Due to my absence from the city I was unable to 
execute your repurchase agreements sooner. 

I am enclosing both copies herewith and trust 
that there will be no unnecessary delay in reassign- 
ing the territory. 

Sincerely, 
R. A. BURKE 
RAB/B. 


Direct-U-Systems Direct Buying Dollars to You and 
Tell Your Message 
REPURCHASE AGREEMENT 


This Agreement entered into this 11th day of 
August 1939, by and between Direct-U-Systems, of 
Los Angeles, California, hereinafter referred to as 
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th party of the first party and Ralph A. Burke of 
San Francisco, California hereinafter designated as 
the party of the second part: 

Whereas, the parties above entered into an agree- 
ment on the 11th day of April, 1939, whereby the 
party of the second part did agree to lease and did 
lease two (2) Electric Directory Systems from the 
party of the first part, and did pay as advance 
lease rental the sum of $1500.00. 

The party of the second part has not taken delivery 
of the systems as provided in the above designated 
agreement and the party of the second part does 
find himself as unable to fulfil his portion of the 
above designated contract. 

The party of the first part desires to have the 
territory as provided for in the above contract de- 
veloped whereby it can collect the royalties as pro- 
vided under the agreement. 

Now, Therefore, for and in consideration of $1.00 
receipt of which is hereby acknowledged, and the 
premises and the mutual promises of the parties and 
the consideration passing and to pass from each 
other to other, it is agreed as follows: 

1. The party of the second part hereby agrees 
to the complete cancellation of the agreement and 
does renounce and relinquish any and all interests 
or claims in the agreement as entered into by the 
parties under the date of April 11, 1939. 

2. The party of the first part agrees that it shall 
pay or cause to be paid to the party of the second 
part 25% of all the monies it receives from any 
source either as lease rentals or royalties from the 
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territory designated in the agreement after sales 
expense and cabinet costs have been deducted until 
the parties of the second part have received the total 
suum of $1500.00. It is furthermore understood and 
agreed that First Party shall pay to the Second 
Party the sum of $750.00 from first monies received 
from the reassignment of the territory covered by 
the contract dated April 11, 1939. 

3. The added consideration for the agreement 
and promise of the party of the first part to pay to 
the party of the second part the monies as outlined 
in the above paragraph is based on the agreement 
of party of the second part to assist and cooperate 
with the party of the first part in developing and/or 
transferring of any rights in the territory as out- 
lined in the original agreement. 

4. Party of the first part hereby agrees to devote 
its best effort to place the territory covered by the 
agreement on a paying and profitable basis without 
unnecessary delay. 

5. Party of the second part agrees to return or 
deliver sales equipment loaned to party of the second 
part which is the property of the party of the first 
part on demand, 

It is mutually understood and agreed that this 
agreement, executed in duplicate, supercedes any 
and all previous agreements and contains the full 
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and complete understanding between the parties 
hereto. 
DIRECT-U-SYSTEMS 


Party of the first part 
By R. A. BURKE 
Party of the second part 
Witness: 
ORA BURKE 


[Endorsed]: Filed Sep. 23, 1942 


———[—$—— 


GOVERNMENT’S EXHIBIT No. 57 


Phone PRospect 8110 
R. A. Burke 

Merchandising Counselor 
San Francisco 
1360 O’Farrell St. 

May 29 1940 
N. H. Marshall, 
7225 Beverly Boulevard, 
Los Angeles, California. 


Dear Mr. Marshall; 

It acknowledge receipt of your letter and must say 
that the thing with Telfer did not work out. He 
was apparently willing to cooperate financially only 
when he had the whole say and I was to be only a 
hired hand. 

As I had been several weeks without income and 
as my wife’s health was so poorly that she could 
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not watch over our other little income property I 
felt that it was imperative that I take a job where 
I could have an immediate income. 

J put Telfer in touch with one of my former asso- 
ciates who can offer him some very valuable assist- 
anee should Telfer want it. 

Regarding the Drake installation, The suggestion 
which I made you of selling a franchise for enough 
to get us all out at once seems very wise to me, 
especially since with the board here and in good 
working order it should be a psychologically oppor- 
tune time to sell such a franchise. I believe it could 
be advertised on the basis of $7,500 covering ten 
installations with a down payment of $8,000 and 
the balance at $750 each installation as sold. Out 
of the $3,000 you could pay Brown and myself in 
full, and also any funds due Hopkins. It would 
leave you several hundred dollars additional capital 
to work on. 

Since February 29 when you said you could put 
over an installation in three weeks, three months 
have passed and you are still a long way from and 
cash realization. This delav is excessive and not 
at all in keeping with any decent business ethics. 
I feel that I have been lenient beyond a doubt and 
I trust that you will realize that I cannot hold up 
the matter indefinitely. 

Yours very truly, 
R. A. B. 
R. A. Burke 


[Endorsed]: Filed Sep. 23, 1942 
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AGREEMENT 


This Agreement entered into this 9th day of Feb. 
1939 by and between Direct-U-Systems with general 
offices at Los Angeles California, hereinafter referred 
to as the Lessor and L. C. Whitby of San Leandro 
Cal hereinafter designated as the Lessee. 

Now Therefore: in consideration of the premises 
and the mutual promises of the parties and the con- 
sideration passing and to pass from each other to 
other it is agreed as follows: 

The Lessor hereby grants to the Lessee the ex- 
clusive right to use and operate the Lessor’s Direct- 
U-Systems in the following described territory for 
a period of 3 years on the following terms and 
conditions, with the option for renewal for an addi- 
tional period of 5 years on the same terms and 
conditions, providing 5 installations have been made 
during the first year: 

Alameda, Santa Clara, Sacramento & San 
Joaquin Counties of California— 


(1) The lease rental on the 60 space Direct-U- 
Systems shall be $750.00 each, and on the 40 space 
systems the lease rental shall be $500.00 each for 
the first year payable upon installation and collec- 
tion. 

(2) The second and succeeding years each 60 
space system shall be $250.00 per year, and $166.67 
for 40 space Direct-U-Systems, payable upon in- 
stallation and collection. 
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(3) $1500.00 upon signing of this agreement. 
Said payment of $1500.00 representing payment of 
the lease rental of the first two systems, hereby 
leased by Lessee from Lessor to be delivered upon 
demand. 

(4) Lessee agrees to pay Lessor 20% royalty 
in addition to the lease rental above set forth, pay- 
able upon installation and collection. 

(5) In addition to the above lease rentals and 
royalties the Lessee shall pay to the Lessor the 
sum of 50 cents (50c) for each advertising card 
furnished for the Lessee’s subscribers each month. 
The Lessee agrees to furnish not later than the 10th 
of each month, individual copy for the advertising 
ecards to be used the following month, otherwise 
the Lessor shall be relieved from the responsibility 
of furnishing same. 

(6) Lessor agrees to furnish and install each 
svstem complete and maintain same at its own ex- 
pense during the life of the agreement. 

(7) Lessee shall have the use of the leases of 
hotels and depots and shall pay lease rental direct 
to location Lessor in the above designated territory, 
and it is agreed that all leases shall be made in the 
name of the Lessor and must be approved by the 
Lessor. 

(8) Lessor shall cooperate and assist the Lessee 
in securing location leases, hiring and training sales- 
men, and render all additional assistance practicable, 
and shall loan sales equipment to Lessee as per 
list attached. 
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(9) Lessee shall operate the business in his ter- 
ritory as an independent contractor and shall in no 
way obligate the said Lessor. This is not an agency 
nor partnership. 

(10) All advertising space shall not be sold for 
less than $5.00 per month unless agreed to in writing. 

(11) This agreement supersedes and voids all 
previous agreements between the parties and before 
executing this agreement Lessee has read each pro- 
vision herein and understands same, and no other 
agreement or representation shall be valid or binding 
on the Lessor. 


In Witness Whereof the parties have affixed their 
signatures the day and year in this instrument first 
above written. 

DIRECT-U-SYSTEMS 
By N H MARSHALL 
Lessor 
By L. C. Whitby 
Lessee 
Witness: 
CS WALLACH 


Schedule on following page— 


ANTICIPATED INCOME AND EXPENSES LESSEE PRO- 
POSES TO EFFECT FIRST YEAR—STANDARD 60 
SPACE INSTALLATION. 


Income—60 spaces at $5.00 per month, or per year.. $3,600.00 


Expenditures by Franchise operator 


Wease wental he elCSHOl....2..c.0..--..sccccsese ns $ 750.00 
20% Royalty to Lessov..............-....-.------ 720.00 
WeeatiOn TCASG) 2.2 eesn-.-n3-2nncaneepeeevencna-ae 100.00 


Sales expense (should not exceed 20%) 720.00 
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Sales Manager (if desired) 5%.............. 180.00 
60 advertising eards 8x10 cach month, 


or 720 per year at 50¢ eaeli................ 360.00 


Net Profit to Lessee for each 60 space in- 
CN ee 
Lessee acting as his own Sales Manager 
@MrNING Wierease: eee 


Net profits where Sales Manager is elim- 
inated 


Seeond and Following Years 


aomae BS FUOVEC..........cc.seseecscscecececs veces o0cas--ctees 
Expenditures— 
Lease rental to Lessov................0...0...0-006- $ 250.00 
20% royalty to Legsor........................... 720.00 
LL 25 CURR LCG aia ae oe 100.00 
Sales expense (should not exeeed 20% 
aceount vemewals) 2227)... 720.00 


720 advertising cards at 50¢.................. 360.00 


Net Profit each installation 2nd and _ fol- 
ROPER SECRRS: . .c2c22e, eee ene ee oso 


Standard 40 Space Installation 
Inecome—40 spaces at $5.00 per month, or 
Sok 59 Gil II a eo ce eee 
Expenditures by Franchise operator— 


Lease rental to Lessov................0....-.... $ 500.00 
20% royalty to egsor..............-..-..-...0 480.00 
Ieeation slea@e. .....2......-<0eee. Sas... 100.00 
Sales expense not exeeeding 20%........ 480.00 
Sales Manager (if desired) 5%............ 120.00 
40 advertising cards per month or 


720 per year at 50¢........................... 240g 
Net Profit to Lessee each 40 space installa- 


BylOIOT aed sone eS Se OO 


Net Profits where Sales Manager is elimi- 
1 (A a A Re SOc! 


2,830.00 


770.00 


180.00 
950.00 


3,600.00 


2,150.00 


1,450.00 


$2,400.00 


1,920.00 


480.00 
120.00 


600.00 
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Second and Following Years 


MC@ERS AGHADOVE. .....-..-.-..200.-200cccecccensceerenseeneeses $2,400.00 
Expenditures 

Lease rental to Lessor.....................-.---00-- $ 166.67 

20> royalty to Leéssor..................-------. 480.00 

W@enmom [eae .......2002....2:ccczeccen-..00-eeenonsee 100.00 

480 advertising cards at 50¢.................. 240.00 


Sales expense should not exceed 15% 360.00 1,346.67 


Net Profit to Lessee each 40 space installa- 
tion 2nd and following years..................... 1,053.33 


24 Space Installation 
Income—24 spaces at $2.50 per month or 


(SE SL ee ae $ 720.00 
Expenditures by Franchise operator— 
Lease rental to Lessor..............222--c0ec----+- $ 157.00 
2096 voyalty to Wessor-..................asssesse0-- 144.00 
MB@earTON VCage 28. ..-..cce cece ssecseeeecsceosenoee 25.00 
Salles 1 2004 0)//, eee 144,00 470.00 
Net Profit to Lessee each 24 space installa- 
OW0D. cccedheee ane ee $ 250.00 
EQUIPMENT 


Direct-U-Systems will furnish to Franchise 
Operator the following equipment: 

1. 3 Demonstration Cabinets 

2. 3 Illustrated Presentation Books 

3. 6 Selling Suggestion Circulars 

Furnished Free: Up to— 

4. 200 sets Advertisers’ Service Agreements 
(quadruplicate) 

5. 20 sets Hotel Lease Forms (triplicate) 

6. Hotel Room Reminder Cards (as needed) 

7. 200 Advertisers’ Map Location Cards 

8. 200 Letterheads—Imprinted with name of 
Franchise Operator 
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9, 200 Envelopes—Imprinted with name of Fran- 
ehise Operator 

10. 200 Letters multigraphed on above, filled in 
with names and addresses of Franchise Operator’s 
prospects, from list furnished by him, with 2¢ stamps 
attached. Shipped to Franchise Operator to place 
in mail. 


Extra Equipment—If ordered additional to above; 
shipped COD: 
Letters as per Item 10, Letterheads and en- 
velopes printed, letters multigraphed, names 
and addresses filled in, no postage, per hun- 


dred, $5.50 
Demonstration Cabinets, each, 7.00 
Letterheads and envelopes per items 9 and 10, 

per 100 sets 2.50 
Presentation Books, including Selling Sugges- 

tion Circulars, each— 1.00 


[Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 61. 


VERIFICATION OF ASSISTANCE GIVEN 
TO FRANCHISE OWNER 

Franchise Owner L. C. Whitby 

Operating as: Same 

Address: 408 Breed Ave. City San Leandro Cal. 

Assistance given on (dates) Feb. 27, 28, Mar. 1, 2 
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By N. H. Marshall as Div. Mgr. of Direct-U-Systems 


(name) 
(X) 1. Hotels 


Name: 


(title) 
(Oakland Hotel Already signed) 
((send copy to Operator) ) 


(St Marks Approved by Manager) 
(G. Bacon Lease must be signed) 
(by Owner on his return to Oak-) 
(land about March 7 or 8th, 1939) 


(Harrison Hotel Lease signed. __) 


Location: (Contacted Mr. Levingston-Mgr) 


(Whitecotton Berkeley who ap-) 
(proved but before he signed lease) 
(wante to see list of prospects) 
(expected to be contacted so as not) 
(to conflict with register ads.) 


(3/2/39 Contacted Phil Riley Mgr Leam-) 
(ington—approved but unable to sign lease) 
(until return of associate from San Diego) 
(next week. ) 


(X) 2. Helped secure cooperation or acceptance 
of local Chamber of Commerce Contacted 
J. Delbert Sarber Mgr Berkely C of C as- 
sured 100% co-operation. 


(X) 3. Assisted in securing x Salesmen (also 
Sales Manager x), all as selected by Fran- 


chise Owner as a Satisfactory starting 


organization. 


Assisted in lining up and signing up sale- 


manager turning over salesmens apps 
Copy of agreement negotiated by Mr 
Whitby attached. 
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(X) 4. Assisted at meeting in training and in- 
forming said sales organization. 
Helped Franchise Owner find and rent 


suitable office quarters. 
None needed 


On 


( ) 


(X) 6. Assisted in compiling adequate list of pros- 
pects to be mailed special letters. 
This taken care at time agreement signed 
Feb. 12th, 1939 


(X) 7. Arrange to contact hotels in Sacramento 
Contacted Claude Gilliam claimant & cost 
approved Call back next week 
Cy Mr. Curry California Hotel— 
Owners have leased—Pick up 

few days. 


To: Direct-U-Systems 

Your representative named above has done, or 
assisted me to do, each of the items checked. Ac- 
cordingly, I have now received all assistance you 
agreed to furnish me and all supphes for use in 
my first campaign, and believe that I will be able to 
earry out my part of our Agreement without fur- 
ther assistance. 

Signed: LC WHITBY 


Date: March 2, 1939 
[Endorsed]: Filed Sep. 23, 1942 
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Phone Sweetwood 0419 
L. C. Whitby 
Franchise Owner 
Direct-U-Systems 
406 Breed Avenue 
San Leandro, California 


March 14, 1939. 
Direct-U-Systems, 
Los Angeles, Cal. 


Gentlemen : 

Since receiving your letter, J have again con- 
tacted the Hotel managers and have either received 
a flat ‘‘Not Interested’’ as from Mr. Riley of the 
Leamington or have been stalled by the remark ‘‘I 
am still looking it up”’. 

It was my understanding the leases were to be 
supplied by you, since you were to have them in 
your name and I was mearly to lease them from you. 
It appears that the Hotel Oakland is the only one 
on my list that you have signed up and that is not 
in accordance with the lease terms. Apparently that 
is the reason for not getting any others to sign. It 
appears the Hotels all check in with the Oakland. 
Unless you can supply me with the leases, I cannot 
let the sales force work. 
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Unless you can comply, I am going to demand 
the return of my lease deposit. 
Yours very truly, 
L. C. WELETBY. 


Direct-U-Systems Direct Buying Dollars to You 
and Tell Your Message 


[Endorsed]: Filed Sep. 23, 1942. 


ee, 


GOVERNMENT’S EXHIBIT No. 64 


Phone Sweetwood 0419 
L. C. Whitby 
Francise Owner 
Direct - U - Systems 
406 Breed Avenue 
San Leandro, California 


March 22, 1939 
Direct-U-Systems, 
301 N. Laurel Ave., 
Los Angeles, Calif. 


Gentlemen: 

I am enclosing the contract of the Hotel Cali- 
fornia for your signature. 

In connection with your letter of March 20th, 
I wish to state that when I entered into the agree- 
ment with Mr. Marshall I told him that as I saw 
it, the hotel contract would be the only difficulty 
in operating. He stated that that was the com- 
pany’s responsibility and he would get the con- 
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tracts. He made the calls alone and his notifica- 
tion to me states that the contracts were ready and 
all I had to do was to pick them up. 

It was with that understanding and assurance 
that I would have 5 or more contracts to work 
that I accepted the agreement. If there is only 
2 or 3, it would not pay me to operate. 

As this appears to be the case I have put the 
proposition to another party to buy out my interest 
and I believe he will do so. 

Yours very truly, 
L. C. WHITBY 


Direct-U-Systems Direct Buying Dollars to You 
and T’ell Your Message 


[Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 65 


Phone Sweetwood 0419 
L. C. Whitby 
Franchise Owner 
Direct - U - Systems 
406 Breed Avenue 
San Leandro, California 


April 17, 1939 
Direct-U-Systems, 
Los Angeles, Cal. 
Gentlemen: 


I am returning your agreement as I cannot see 
my way to sign it. I can make a better deal here, 
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if I want to let some one else operate on my money. 
If you sell the lease to another the sale money 
should come to me. 

Tf you could return the lease rental of one of the 
boards and let one be sold at a time I believe that 
the one for Hotel Oakland could be started shortly. 
The objection raised by all prospects is ‘‘where is 
one being operated.’’ If a photo or list could be 
shown it would be the answer. I was assured that 
they were being operated in many cities in the East 
but I have been unable to locate any. I am sure 
it would go well if one was located locally and went 
in with your assurance that you would see that it 
was. 

Yours very truly, 
L. C. WHITBY 


Direct-U-Systems Direct Buying Dollars to You 
and Tell Your Message 


[Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 66 


April 26, 1939 
Mr. L. C. Whitby 
406 Breed Avenue 
San Leandro, Calif 


Dear Mr. Whitby: 
We are in receipt of your favor of the 24th and 
regret very much if you misunderstood our repur- 
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chase agreement, as we feel it is an equitable, fair 
proposition, and one that would be advantageous 
for you to execute, particularly if you are con- 
templating a new connection which would take you 
away from Oakland. 

If you have any suggestions as to the basis that 
you would be willing to enter into a repurchase 
agreement, please be assured that we are extremely 
interested in trying to cooperate with VOU Onl ft, 
and any suggestions that you have would be given 
serious consideration. 

We feel that the Oakland territory has a great 
many possibilities and should be developed into an 
outstanding territory with many good installations. 

We will send you some 8x10 cards under separate 
eover which we trust will be what you desire, al- 
though as you know they are individually prepared. 

Relative to the prospect hesitating about placing 
a $10.00 payment at the time of the sale, it is quite 
possible that with greater concerns you would feel 
this is unnecessary. The reason that we have set 
the proposition up wherein the collection of $10.00 
is made on an individual basis or a local basis, was 
to overcome the possible skepticism of the local 
merchant in feeling that he was putting up $10.00 
to an out of the city organization. But this being 
a local matter we do not think you should have 
any difficulty along these lines. 

If you have any suggestions as to how you can 
arrange for an installation even though it is not 
profitable for us, we will be very glad to consider 
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it, as we will do everything possible to assist in 
making your territory successful. 
With kindest regards and awaiting your sugges- 
tions, we are, 
Very truly yours, 
DIRECT-U-SYSTEMS 


[Endorsed]: Filed Sep. 23, 1942. 


oe 


GOVERNMENT’S EXHIBIT No. 67 


May 38, 1939 
Mr. L. C. Whitby 
406 Breed Avenue 
San Leandro, Calif 


Dear Mr. Whitby: 

We wish to acknowledge receipt of your recent 
letter, and you may rest assured that we really 
want to cooperate with you in every way possible. 
But we feel that by affording the prospect the op- 
portunity of writing to the various other hotels in 
other cities, it would tend to slow up your sales in 
every way possible. 

Electrical Directories have been installed in 
Portland in the Multnomah Hotel, the New Wash- 
ington in Seattle, and also installations of Electri- 
eal Directories have been made in Pittsburgh, 
Newark, New Jersey, Texas, Virginia, Michigan, 
Illinois, and quite a few other places. We are con- 
fident that with this information passed on to the 
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prospective advertisers, that they will without a 
doubt have some friend or acquaintance in one of 
these cities, whom they will want to ask to contact 
many of the subscribers on the board, and they 
will wait for their return. 

In reference to repurchasing your contract which 
we submitted you a repurchase agreement that we 
felt was equitable. While you state that we have 
not been out much money, you are quite mistaken 
on this idea. 

While Mr. Marshall does work on a commission 
basis based upon the royalties that are received 
from the installation, as you know, it would be im- 
possible to secure the services of any man without 
advancing certain monies to him to cover his trav- 
eling expenses, ete. 

While this is a charge against them as advances 
would be credited from the royalties from future 
installations, it is nevertheless an outlay of money 
that it is necessary for us to make, and you can 
readily appreciate that advertising, printing, equip- 
ment, etc., does run into money. 

We would be willing however to work out some- 
thing along the following lines: That we would 
send a Division Manager in: there and select an- 
other franchise operator, and pay you out of the 
transfer not less than $750.00 and the balance from 
50% of the monies we receive out of the lease 
rentals or royalties, until you have received the full 
$1500.00. 

We feel sure that you cannot help but admit that 
this is exceptionally fair and equitable. We regret 
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very much that this has not worked out for you 
as we had all anticipated, as we are extremely in- 
terested in getting that territory developed. 

Mr. Marshall has advised us that you had years 
of experience in t he Banking business and also 
what a high type man you were, and we can readily 
appreciate that you would be more happy possibly 
in the busmess vou had spent many years in, and 
we desire to cooperate in every way we can in 
working vour affairs around. 

If vou will advise us immediately if the above 
is acceptable to you, we will arrange to have it 
taken care of immediately to eliminate any possible 
delay. 

With kindest regards we are, 

Very truly yours, 
DIRECT-U-SYSTEMS 


[ Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 69 


August 25, 1939. 
Me. L. C. Witby 
406 Breed Avenue 
San Leandro, California 


Dear Mr. Whitby: 

Your letter of the 16th was referred to me while 
I was in the north but I did not call on you as 
there was no definite news that I could give you 
and I know that you are extremely busy. 


Umted States of America 377 


We have several prospects that we are endeavor- 
ing to close in that area and I have made three 
trips up north to interview applicants and I was, 
of course, extremely disappointed that Mr. Schmidt 
did not take on the territory as I was extremely in- 
terested and apparently the thing that has held 
him up was the adverse conversation with you. 

In accordance with our agreement you were to 
cooperated in every way possible and it appears 
from the statements of your own letter that you 
were the direct cause of this territory not being 
closed and we had a very definite agreement with 
you of which we have fullfilled our portion and 
from your letter you apparently have not. 

It would have been better had you advised Mr. 
Schmidt of the true situation on the agreement that 
you were to receive your monies in accordance with 
the terms of your agreement when the territory 
was transferred. 

I note with interest and quite some surprise your 
reference to Mr. Warren and you may feel quite 
at liberty to take this matter up with him or any- 
one else you should so desire as we are abiding by 
our agreement and intend to do so as we are inter- 
ested in placing that territory on a successful op- 
erating basis as we feel it offers unusual oppor- 
tunities. 

As I stated I was quite surprised by your state- 
ment that you intended to use the Lodge as a 
method of contacting Mr. Warren. As you know, 
I am a member of the same fraternity and one of 
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the portions of our obligations, as you must recall, 
was that we were not to use it as a personal gain. 

We assure you that we are doing everything pos- 
sible to get this territory reassigned but you placed 
in the agreement a time limit. Would appreciate 
your advising if you are exercising your option on 
this as we have other advertisements running and 
we don’t desire to create more leads 1f you are go- 
ing to take the matter over yourself. 

Very truly yours, 


[Endorsed]: Filed Sep. 238, 1942. 


GOVERNMENT’S EXHIBIT No. 70 
Phone Sweetwood 0419 


L. C. Whitby 
Franehise Owner 
Direct-U-Systems 
406 Breed Avenue 

San Leandro, California 


August 16, 1939 
Direct-U-Systems 
Los Angeles, Cal. 


Gentlemen: 

It has been three months since you agreed to 
take steps to dispose of my lease but I eannot see 
any progress. 

The man Mr. Marshall saw last month was very 
much interested but I believe would not take it 
over because you had not returned my money. It 
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looked to him lke you were selling the same thing 
twice. Your advertizments state $1500.00 secured 
and returnable. He asked me if I had received 
my money back and droped it when I said no. I 
would also know your explanation in that con- 
nection also. I had Mr. Marshall’s assurance that 
you meant exactly that. 

I expect to discuss it with my friend Earl War- 
ren at our next lodge meeting and would lke to 
know your standing on the ad. 


Thanking you for your usual prompt reply. 
I am, yours very truly, 
L. C. WHITBY 


Direct-U-Systems Direct Buying Dollars to You 
and Tell Your Message 


[ Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 71 
Phone Sweetwood 0419 


L. C. Whitby 
Franchise Owner 
Direct-U-Systems 
406 Breed Avenue 

San Leandro, California 


August 29, 1939 
Direct-U-Systems 
Los Angeles, Cal. 
Gentlemen: Attn Mr. Marshall, 
Your letter of August 25th has several statements 
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IT want to clear up. I never talked with your pros- 
pect, Mr. Schmidt, but with a mutual friend who 
I saw at a lodge meeting or he called by phone. 
It was he who wanted the information which I 
requested but did not get. He informed me that 
he was going to request his client to place the 
money in escrow to pay me off before he would 
sign up although I told him that I had given you 
a contract for re-sale. 

I would still like an answer to my question. 
Neither Mr. White or I have ever been able to 
get a direct answer to any question we have asked 
which has been the reason we could never get 
started. If things had been ready at the start we 
felt that we would have gone ahead but before 
we could begin the securities I had pledged would 
not take care of the additional cost of salesmen 
and because we both felt that we were not getting 
cooperation. I decided to go after the job I told 
you about. 

The reason I put a time limit on the agreement 
was because I wanted some action, which I had 
always been promised but did not receive. I would 
like to get this settled as soon as possible and 
assure you that I have and will always cooperate. 

I still feel that since you are going to re-sell 
the franchise and since I am willing to such an 
agreement, some of my deposit could be repaid 
to me on the agreement for re-sale. It appears that 
you operate entirely on other peoples money since 
even if the equipment had been built it could be 
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used any where and was not necessarily tied up 
to me. I am sure the deposit was not used up 
for this district. 
Yours very truly 
L. C. WHITBY 


Direct-U-Systems Direct Buying Dollars to You 
and Tell Your Message 


[Endorsed]: Filed Sep. 23, 1942. 


GOVERNMENT’S EXHIBIT No. 73 


C. I. McReynolds 
Advertising 


1010 Vermont Ave., N. W. 
Washington, D. C. 
.Tel: MEtropolitan 3134 
Operator of 
Direct-U-Systems 
in the District of Columbia, 
Maryland and Virginia. 


Dee. 8, 1939. 
Mr. C. W. Talbott, president, 
Direct-U-Systems, 
7225 Beverly Blvd. 
Los Angeles, Calif. 


My dear Mr. Talbott: 

This will acknowledge receipt of your letter of 
Nov. 24 enclosing three photographs as per my re- 
quest of Nov. 22. Thanks. 


382 Norman H. Marshall vs. 


Government's Exhibit No. 73—(Continued) 

Ags to your hope that things are progressing rap- 
idly here, I regret to say that such is not the ease. 
It is now two months since [ signed an agreement 
with vou and made a deposit of money to show 
good faith in my desire to make a success of this 
enterprise. Since that time I have expended ap- 
proximately five hundred dollars more in expenses 
and advances to salesmen whom I could not get 
to work otherwise, and I fear there has been little, 
if any, result in a practical sense from this ef- 
fort and expense. 

On the one hand we are handicapped by the 
continuing efforts of the Robot-Map, and on the 
other by the fact that there has never been but 
one hotel actually signed up, and that 1s not one 
that we can sell so far as we can determine. 

When I first met Mr. MacNeill here in Wash- 
ington he told me that he did not know whether or 
not he had anything to offer me, and would take 
a day or two to look into the situation here. A 
day or two later he informed me that apparently 
the Robot-Map people had signed up but the one 
hotel—the Raleigh—and while they might be at 
work, it would seem that we had a good expecta- 
tion of getting into this market with the electric 
Directory of the Direct-U-Systems. 

Upon that basis we drew up an agreement, which 
vou approved, and which contained a special pro- 
vision whereby we could examine into the com- 
petitive situation and if we should mutually de- 
termine, by the end of the experimental or pre- 
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Government’s Exhibit No. 73—(Continued) 
liminary period on Dec. 31, that there is not a rea- 
sonable expectation of making a success of the 
effort here, we could and would cancel the con- 
tract, my deposit would be returned, and we would 
each write off our own loss in time, effort and 
expense. 

It would look, from one point of view, as if 
that should be done. 

However I wish to recount what we have tried 
to do in this two months. First we started on the 
Hamilton hotel, which is the only one that Mr. 
MacNeill has actually signed up. 

I inserted an advertisement in a local paper, 
for salesmen, in response to which we talked to 
a number of prospects and selected two. Mr. Mac- 
Neil also arranged for me to interview another, 
with whom I made an arrangement to go to work. 

Intensive efforts were made for two weeks, with- 
out any result whatever so far as concerns a signed 
agreement for a ‘‘listing’’. We did not secure 
a single one, and I am convinced that genuine ef- 
forts were made against difficulties and discourage- 
ments. 

In the first place the Hamilton hotel, while a good 
hotel, is not one of the first rank. In the second 
place, it is Washington headquarters for the Amer- 
ican Federation of Labor, and we encountered some 
sales resistance because of that. On the other 
hand it is well located, and the manager has been 
ready and willing to cooperate in every way. 
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However, we felt that there was too much re- 
sistance to overcome; so Mr. MacNeill tried to get 
the Willard hotel, which is one of the really first- 
line hotels here; and I feel that if we could have 
secured that hotel we would by this time have 
had a fair trial of the merits of this promotional 
device, and [I would have been by now in a posi- 
tion to decide, with reasonable knowledge of the 
true situation here, whether or not we could rea- 
sonably expect to make a success. 

However, we did not get the Willard. We did 
have a sort of understanding whereby we could go 
ahead and try to sell the listings for that hotel, 
at our own risk should the hotel finally decide not 
to lease the desired space. 

Upon that basis we did go ahead for four more 
weeks; the two salesmen who answered the adv. 
had by this time quit, as they could not make a 
go of it. I made an arrangement with the remain- 
ing salesman for advances, in order to keep him 
at work and get a fair survey of the market; and 
I am satisfied that he tried hard, covered the terri- 
tory fairly well, and did the best he could; but 
he did not secure one single signed agreement to 
advertise in the proposed electric Directory. He 
did have an understanding with certain advertisers 
who appear in an ‘“‘Index’’ which is placed in each 
room of the Willard Hotel, and some of these ad- 
vertisers did agree to go on the electric Directory 
on special terms, which were justified by the fact 
that the Willard hotel would not agree to con- 
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Government’s Exhibit No. 73—(Continued) 
sider leasing space to the electric Directory un- 
less these advertisers were taken care of, in the 
sense that they could either be persuaded to agree 
to advertise on the electric Directory, or we would 
not accept competitive advertising in that particu- 
lar line or classification. 

At any rate, we made a genuine effort; but time 
went on and we did not have the Willard hotel 
signed up; and conferences with the manager in- 
dicated that we were pretty much at risk in work- 
ing on that hotel, and in any event it would still 
be some time before the matter could be definitely 
decided. 

That left me with nothing to sell, and I dis- 
continued sales efforts. As I have previously said, 
in these two months I have expended approximately 
five hundred dollars in an effort to survey this 
market and get into it sufficiently to base an ex- 
pectation of final success; and I may say that if we 
had actually secured the Willard hotel, I do be- 
lieve we would be successful in two or three months 
in filling a board, and I would have been willing 
to continue the expense, and get the first Directory 
installed and in operation, even if I did not make 
a cent of net profit on it. 

However, we now have nothing to sell; it seems 
useless to try to sell the Hamilton hotel as the 
first one to be installed because I think sales re- 
sistance is too great. 

Mr. MacNeill has canvassed all of the other ho- 
tels whom we consider suitable, and has not se- 
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Government’s Exhibit No. 73—(Continued) 
cured the consent of a single one, although several 
indicate that if they could actually see and ex- 
amine this Directory in operation here, they would 
consider having it in their hotel. 

We have thus a list of prospects consisting of 
the Capitol Park, the Annapolis, the Willard, the 
Washington, and others, not one of which will 
actually sign on the dotted line under present con- 
ditions. 

For lack of a hotel to sell, we have no sales 
efforts being made, and thus are not making any 
progress toward a board or cabinet that we can 
install. 

I think, and I am convinced, that both the hotels 
and the merchants are influenced by the efforts 
the Robot-Map people have made during these two 
months. They were at work when we made our 
agreement on October 6; we .knew that, but it 
seemed to me that they might not greatly handicap 
us; they continued to work without any particu- 
lar success, and I feel that this has been a sub- 
stantial obstacle to our sucess, because it would 
have been better if they had succeeded in com- 
pleting their board and getting it into operation 
in the Raleigh hotel; I am sure it would have 
been better for us, than for them to fail, so far, 
to complete the board they are working on. 

As a result of this failure to get progress, and 
as a result also of our own sales efforts, they cut 
their price from $156 a listing to meet our price, 
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Government’s Exhibit No. 73—(Continued) 
$60. and this has ruined the market for the time 
being, as the merchants naturally feel, and say, 
that if they cut from $156 to $60 what sort of a 
eut are we going to make, and all the merchants 
have to do is to hold off and wait for a lower 
price; so they will not sign up. 

As to the hotels, the competitive situation has 
had much the same effect. Robot-Map offers a 
hotel $500 for the first year; I can’t meet that 
price, and I was told frankly at the Mayflower 
hotel, which is one of the very best, and one that 
I desire much to have, that what we can pay is 
insignificant, and they get much more than that 
from one single display cabinet which is placed 
in the main lobby. 

That may be true, but the cabinet in question 
contains the display of a jeweler, who can un- 
doubtedly affort to pay $100 a month or some 
such price for his display of jewels in the main 
lobby. 

At any rate, the hotels we want say they want 
to see a Directory in actual operation, and in view 
of the damage that has been done in this district 
by the competitive efforts I don’t see that they 
are not justified in asking this. 

You and I may know or feel or believe that 
the electric Directory of Direct-U-Systems is far 
superior to the Robot-Map, but unless we can con- 
vince the hotels and the merchants of that, we 
ean’t turn our own personal belief or opinion into 
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practical results in the form of contracts or agree- 
ments, and that is what counts. 

In this connection I did not get any actual con- 
tact with the Robot-Map people until we started 
on the Willard (in spite of not having a contract 
with the hotle) and after we had started to make 
the fur fly on that, for a few days, two of the 
Robot-Map salesmen came to my office to talk to 
me and get some information; my salesman was 
here with me and we went over the situation, with 
nothing to conceal, and they admitted frankly that 
on the basis of $60 a year we had much more to 
offer than they had, even at the same price; in 
fact, they hinted that they wanted a job with me, 
but I said that they would have to be free agents 
and entirely in the clear with their present em- 
ployer before I would talk definitely about putting 
them to work, so they left, and I said if they 
were out of a job and free of obligations to anyone 
else, to come up and see me, but they never came 
back. I was informed, however, that the Robot- 
Map people immediately began to offer their service 
at our price of $60 and so far as I know that is 
the basis on which they are working now. 

We therefore have this situation to consider; we 
eannot secure the hotels we want until and unless 
we have a demonstrator actually ‘installed and in 
operation. 

We cannot renew our sales campaign until we 
have a definite hotel to sell, and after my expe- 
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rience with the Willard, I want a signed agree- 
ment before I start any further sales expense. 

As things stand, and without any modification 
of our present agreement, it is my feeling that I 
am justified in asking that the agreement be can- 
eelled and my deposit of $1500 returned to me, 
and I will take my loss on the expense and time 
and effort made up to this time. 

I feel that such action will be consented to by 
your representative here, so far as he may have 
authority to act or render an opinion. 

I also assume that you yourself would consent to 
such a termination of the effort, in view of con- 
ditions that have developed, and my sincere and 
earnest efforts to make a go of the enterprise. 

However, I have this suggestion to make: I do 
not feel that Direct-U-Systems is simply looking 
for suckers to put up some money that they have 
an excellent chance of losing. I do not feel that 
Direct-U-Systems wants the franchise operator to 
take All the risk. It was impressed on me in 
dealing with Mr. MacNeill, and with yourselves 
by correspondence, that you felt that it is only 
right for a prospective franchise operator to show 
his good faith and his determination to make a 
genuine effort to succeed, bu putting up a certain 
amount of money; with that money up, he would 
not be inclined to accept defeat too easily; But, 
if conditions and circumstances should show that 
the particular field does not show a_ reasonable 
expectation of success after genuine efforts are 
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made, it would certainly do Direct-U-Systems no 
good, and would not be their policy, to retain 
money which has not been honestly earned and 
which has done the depositor no good. 

If this is the situation as to your policy, and 
we are mutually coneerned in making every pos- 
sible effort to develop this market in Washington, 
D.C. then perhaps we can take a look at a possible 
modification of our present agreement, and ap- 
proach the problem from a somewhat different 
angle. 

I do believe that we have gone as far as we 
can go by our present methods; obviously, we can- 
not secure the cooperation of the hotels, and their 
agreement for the necessary space, on our present 
approach; they may look at a photograph and listen 
to a presentation talk, but it doesn’t get results. 
They won’t let us have the space without an actual 
physical demonstration of the machine. 

That is good psychology and I take it there is 
no argument about the advantages of an actual 
demonstration if one can be arranged. I assume 
that what you did in New York was to set up 
a sample Directory in the Grand Central Palace 
so the hotel managers, and the merchants who are 
prospects to be advertisers, could see it and how it 
actually works. 

Then I assume that you are taking down that 
Directory and rebuilding it, to be installed in a 
definite hotel. 
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That, it seems to me, is what we should do here; 
but I am not going to take all the risk of such 
a procedure, let the experimental or preliminary 
period come to an end on December 31, and then 
be committed to get my money out of the Di- 
rectory, if I can find a hotel that will take it 
and merchants that will advertise in it. That 
wasn’t what we talked would be the set-up when 
we made our agreement; and since I believe, and 
summe you do also, that the best basis for a per- 
manent, satisfactory relationship is fair dealing 
on both sides, I equally assume that we can now 
come to a modification of the present agreement 
which will let us fairly divide the risks, and join 
in a common effort to go on to success. 


I therefore make the following suggestion: 

1. We consider that the present agreement is 
modified to permit of the following action, without 
prejudice to its terms and conditions as to can- 
cellation of the agreement if the proposed opera- 
tions prove to be impossible to carry out. 

2. Direct-U-Systems will as soon as convenient 
construct a sample or demonstrator electric Di- 
rectory which it will install in a hotel in Wash- 
ington, D.C. to be selected as the place of the 
demonstration. 

3. IL will endeavor to secure as many listings 
as possible for such demonstration, without cost to 
the merchants, so that we can show as full a board 
as possible, together with a reasonable number of 
places of interest, and in every way have the cabi- 
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net as complete as reasonably possible in order to 
present a good appearance and give to the hotel 
managers and merchants a demonstration of the 
appearance and operation of the electric Directory. 
There will, however, be no income from the list- 
ings on such demonstrator for the period of demon- 
stration. 

4. I will compensate the hotel for the use of the 
space for the period of the demonstration. Such 
hotel will be selected as soon as possible after ac-: 
ceptance of this modification of agreement by Di- 
rect-U-Systems and I will coooerate to the fullest 
extent in having the demonstration a success. 

®). As soon as the demonstrator cabinet has been 
installed an effort will be made to actually sign 
up lease agreements for additional hotels. In this 
connection Direct-U-Systems must cooperate be- 
cause the lease agreements are in its favor, and 
the franchise owner is only permitted to use sueh 
leased space because of the franchise agreement. 

Obviously it is vital and essential to secure one, 
two or three hotels in order to give the enterprise 
a further trial. If after demonstrating the cabinet, 
no further hotels can be secured, then the agree- 
ment between us will be cancelled and my deposit 
returned to me. 

If further acceptable hotels can be actually signed 
up by lease agreements so that we can have a sure 
basis on which to proceed, then 

6. I will advertise for and secure salesmen, pref- 
erably at least three, whom I will direct in an 
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intensive campaign to secure actual agreements or 
contracts for advertising on a cabinet to be speci- 
fied; that is, we will select the hotel considered 
most likely to give us success, and will all of us 
work as effectively as possible to secure such a 
number of listings as will enable us to reasonably 
determine whether or not the effort will be success- 
ful. 

J will advance to the salesmen the usual com- 
mission on each signed contract they secure, other- 
wise they will not work, and it is quite apparent 
that we cannot collect anything in advance from 
the merchants, as they will not pay anything until 
actual installation in the hotel in which the cabinet 
is to be permanently installed. — 

I will thus be at risk as to all commissions paid 
to the salesmen, conditioned on whether or not 
we actually go on to complete at least one cabinet 
in a designated hotel where it will be commercially 
installed as opposed to installed for a demonstra- 
tion only. I am willing to take this risk and to 
pay such incidental expenses as may be necessary, 
in order to endeavor to make the business a suc- 
cess. 

It is my opinion that the period of demonstra- 
tion to hotel managers, after the demonstrator cabi- 
net is actually installed, will be 7 to 10 days; and 
that following this, based upon signing up a defi- 
nite hotel on which the salesmen will work, there 
should be a demonstrator period of about 30 days, 
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which will give us time, if we work hard, to de- 
termine what the chances of success are. 

7. If the chances of success are then consid- 
ered to be reasonable, by myself and by your rep- 
resentative, the agreement under which we are 
now working will become final and in full force 
and effect; and the deposit of $1500 will there- 
after not be subject to demand to return to me. 

If however the chances of suecess are then con- 
sidered and determined to be reasonably such as 
not to give promise of success by good steady work 
and efforts, in the opinion of myself and your 
representative, then I am still to have the right 
and privilege to terminate the agreement and to 
receive back my deposit of $1500, under like con- 
ditions as at present, that is to say, each party 
stands its and his respective expenses and losses 
ineidental to the efforts made, neither has any 
claim on the other excepting my claim to receive 
back the deposit, and we will then close the mat- 
ter on such terms; failure of the two parties to 
agree to give rise to arbitration of the matter. 

I don’t want any lawsuits and I don’t want any 
improper advantage. I assume, as I have said, 
that if we can’t reasonably make a success of this 
enterprise by reasonably hard efforts and plans, 
you don’t wany my money just because it is in 
your hands as a deposit; and I can’t see why 
we can’t continue a joint effort to put this busi- 
ness over, to which end I am willing to continue 
time, efforts and some reasonable expense and risk 
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of incidental costs, and you ought to be willing. 
to risk the cooperation required of you, princi- 
pally the installation in a selected hotel in this 
district of a demonstrator cabinet. 

If you agree, the present agreement between us 
will be considered to be modified accordingly, which 
means, as I see it, that you will not prepare a 
eabinet for installation for some three or four 
weeks; then time of transit, and then installation, 
say it could be installed somewhat before the Ist 
of February; if we could have it installed by Jan. 
20, then we could complete the demonstration to 
hotel] managers, and get a definite hotel signed 
up, by Feb. 1, which would give us the whole month 
of February in which to carry on the effort to 
secure merchants to advertise on the cabinet, and 
come to a final determination of prospects for suc- 
cess by the end of February. This is approximate, 
but gives you an idea of time limits, more or less. 

I believe in your fairness and good faith, hence 
I expect that this modification will be accepted 
and agreed to by your company. Otherwise we can- 
not proceed further; that is evident from the fact 
that I have no hotel to sell, and the hotel man- 
agers will not lease space without actually seeing 
the appearance and method of operation of the 
Directory. 

It is all right for vou and me to believe implicitly 
that the electric Directory of Direct-U-Systems is 
superior to anything else; but we are not the peo- 
ple who are going to lease space in the hotels, nor 
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the people who are going to pay money to adver- 
tise on the Directory. 

They won't either one of them sign up without 
seeing an actual demonstration, and I am suggest- 
ing a way by which we can proceed to give them 
a demonstration, under a fair division of risks and 
expenses, and with a fair provision for a termina- 
tion of our agreement if our efforts come to naught 
in spite of all we can do. 

I heard that Mr. Marshall was going to come 
here for a visit of a day or two; I wish he would, 
so he could see what the true situation is. 

He could also determine for himself, what I be- 
lieve fully to be a fact, and that is, that we can 
secure the services of a competent, reliable elec- 
trician to make any changes necessary in the wir- 
ing of the cabinet; to rewire the cabinet for per- 
manent installation; to add further listings by cor- 
rectly wiring such further or additional hstings; 
and by maintaining the cabinet in proper working 
order during the demonstration period, and after 
it is permanently installed in a selected hotel. 

I would be glad to have your reaction to these 
suggestions, at your early convenience; and to as- 
sure you of my earnest and honest efforts toward 
suecess if we can proceed along these lines, for 
a further experimental or preliminary period which 
is necessary by actual existing conditions and the 
state of the market caused by the efforts of com- 
petitors and their disastrous cutting of the price 
to such an extent as to almost ruin the business 
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here, for a time at least. It will take extraordi- 
nary efforts to carry out a successful campaign 
under such conditions, but it is reasonable to expect 
that we can do so if we work together along lines 
that are fair to each party. 

Sincerely yours, 
C. 1. McREYNOLDS 


[Endorsed]: Filed Sep. 24, 1942. 


GOVERNMENT’S EXHIBIT No. 75 
THIS AGREEMENT 


made and entered into this 22nd day of October, 
1940, by and between Direct-U-Systems, a California 
corporation with principal place of business at Los 
Angeles, California, herein termed ‘‘Lessor’’, and 
Arthur K. Barnes with permanent address at 401 
Scott Place, Pasadena, California, herein termed 
‘*Lessee’’, 


Witnesseth: That in consideration of these prem- 
ises and the mutual promises of the parties, and of 
the consideration passing and to pass from each to 
the other, it is hereby agreed as follows: 

1. Lessor grants to Lessee exclusive license to 
use, operate and maintain Lessor’s so-called ‘‘ Direct- 
U-Systems’’ for a period of three years from date, 
in the following-described territory, being part of 
the State of California, U.S. A., to wit: 

Cities of Long Beach, Santa Monica, Glen- 
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dale, Pasadena, the area commonly known as 
Hollywood; the boundaries of which are con- 
sidered on the east by Western Avenue; south 
by Santa Monica Blvd; the west by Fairfax 
Avenue; and north by the Hollywood Hills; also 
the city of Beverly Hills; the counties of San 
Bernardino and Riverside, Orange and the 
territory adjacent thereto as outlined by the 
attached map, excluding the city of Los Angeles 
except the area as herein specifically set forth 
and included. 


2. It is agreed that the total number of Direct- 
U-Systems which Lessee may reasonably expect with 
due diligence to install and maintain within said 
territory is Four; but Lessor shall supply to Lessee 
all Direct-U-Systems Lessee may lease to install 
within the described territory hereunder; and if 
Lessee shall so lease and install Four Direct-U- 
Systems within the effective period hereof, then 
Lessee shall have the option to extend this Agree- 
ment in all its terms for an additional period of 
Ten years. 

3. Lessor shall lease to Lessee, and Lessee shall 
take from Lessor, as personal property with title re- 
maining in Lessor, certain Direct-U-Systems (with 
supplementary material) under the following terms: 

(a) For each Direct-U-System: a lease rent- 
al of seven hundred fifty dollars ($750.00) 
covering the first year after delivery by Lessor, 
and a lease rental of two hundred fifty dollars 
($250.00) for each year thereafter. 
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(b) In addition to lease rentals, Lessee shall 
pay to Lessor a royalty of fifteen percentum 
(15%) of all moneys received by Lessee for 
use of space on Direct-U-Systems, and thereto 
shall transmit promptly to Lessor a copy of each 
agreement made concerning space on each 
Direct-U-System leased hereunder. 

(c) All said lease rentals, except as specified 
below, shall be due and payable thirty days after 
delivery by Lessor of the Direct-U-Systems con- 
cerned. All said royalties shall be due and 
payable upon receipt by Lessee of payment for 
space rented. 


4. Lessee hereby at this time leases from Lessor 
two (2) Direct-U-Systems, and Lessee hereby re- 
mits to Lessor the amount of Fifteen Hundred 
Dollars ($1500.00) as payment complete of first 
year’s lease rental thereon. 

3. Lessor shall deliver Direct-U-Systems to 
Lessee at any City railway depot designated 
by Lessee, promptly after receiving full specitica- 
tions and shipping instructions from Lessee. On all 
Direct-U-Systems installed hereunder, Lessor shall 
maintain, replace or repair as made necessary by 
damage or mechanical failure, without expense to 
Lessee, and the Lessor guarantees and agrees that 
each Direct-U-Systems installed by Lessee shall be 
free from mechanical and other defects, and shall at 
all times continually operate, and Lessor shall hold 
Lessee harmless from any loss, damage or liability 
arising by reason of any defect or failure of opera- 
tion. 
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6. Lessee shall have full use and advantage of all 
leases of locations for Direct-U-Systeis secured in 
Lessee’s territory and shall pay the rentals on such 
locations as he utilizes. Lessor and its agents shall 
cooperate with and assist Lessee in Lessee’s opera- 
tions hereunder, including assistance in training 
Lessee’s salesmen, and shall give and/or loan Lessee 
on request, sales promotion material as per list 
attached hereto. 

7. Lessee shall operate hereunder solely as a 
Lessee and independent contractor, and nothing 
shall be done or required hereunder which might 
constitute Lessee an agent or partner of Lessor, 
or by which Lessee may create any liability for 
Lessor not specified herein. This Agreement con- 
tains the full understanding between the parties, 
and no agent of Lessor is authorized to modify it, 
or to add other than reasonable items per Lessors 
instructions in spaces provided therefor. This 
Agreement supersedes and cancels all previous 
agreements between the parties. 


In Witness Whereof the parties have affixed their 
signatures upon the day first written herein. 
DIRECT-U-SYSTEMS: 
By C.W. TALBOTT 
Pres. 
Lessor 
ARTHUR K. BARNES 
Lessee 
Lessee 
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ANTICIPATED INCOME AND EXPENSE 


First Year 
Breakdown on anticipated Income (gross and net) for the 
First Year, based on 20 Spaces Rented at the rate of 
$156.00 per year for each space. 


Income: 
20 rented spaces at $156.00 per year $3,120.00 
Expenditures by Franchise Operator: 
Lease rental to Lessor........---.-----c--e------- $ 750.00 
Location lease (Max. 10%) Average 
SOI) G75 50 ee 312.00 
Selling Expense—should not exceed 
BUG 5 AS se ence 624.00 
Sales Manager (if desired) 5%............ 156.00 
Royalty to Lessor: 15%......-......-..--..------ 468.00 


Estimated total expenditures.................. $2,310.00 


Net Profit to Franchise Operator, each in- 
(2,3, AVC Iey Sa ee 810.00 


Lessee acting as his own Sales Man- 
ager Carming INCLease ........--.......-e.e-e 156.00 


Net Profit when Sales Manager is 


MUI, 22.22 -cescsaccseensiacteseenavenussstencsee $ 966.00 
Second—And Each Following—Year 
WME OTE WAS. BWOVE -..............2 eee ceecccscecsenceennee on $3,120.00 
Expenditures 
Lease rental to Lessor (Reduced from 
TMC) 5 RRS oe Sere neaee tunere tener rner ee $ 250.00 
Location Lease (Maximum: 10%) ...... 312.00 
Selling Expense — should not exceed 
La. oc RES OOO OS 624.00 
Sales Manager (if desired) 5%............ 156.00 
Royalty to Lessor: 15%...................00--- 468.00 
Estimated total expenditures........ $1,810.00 


Net Profit to Franchise Operator, each 
AIEEE GSC iy aoe ae ee $1,310.00 
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Lessee acting as his own Sales Man- 


ager earnings Inerea@@e) ........................ 156.00 

Net Profit when Sales Manager is 
CHIN Ta teC, 22... PP cee eee ein $1,466.00 

HEE EE 

Fight installations First Year ....................-. $7,728.00 

Hight installations Second Year and Each 
Succeeding Sicar ....... ee $11,728.00 

EQUIPMENT 


Direct-U-Systems will loan to Franchise Operator 
the following equipment: 

1. 3 Electrical Demonstration Cabinets 

2. 3 Illustrated Presentation Books, (Zipper 
Cases) 

3. 6 Selling Suggestion Circulars 

Furnished Free: Up to 

4. 200 sets Advertisers’ Service Agreements Im- 
printed (quadruplicate ) 

). 20 sets Hotel Lease Forms (triplicate) 

6. Hotel Room Reminder Cards (as needed) 

7. 200 Advertisers’ Map Location Charts 

8. 200 Letterheads—Imprinted with name of 


Franchise Operator 


9. 200 Envelopes—Imprinted with name of 
Franchise Operator 

10. Letters and envelopes multigraphed on above, 
filled in and addressed with names and addresses of 
Franchise Operator’s prospects, from list furnished 
by him, with 2e stamps attached, shipped to Fran- 
chise Operator for his signature and mailing prior 
to Salesman’s contact. 

11. 250 Folders—To inelude in the advance 
letters. 
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Extra Equipment—If{ ordered additional to above; 
shipped COD: 


Letters as per Item 10, Letterheads and Envelopes 
printed, letters multigraphed, names and addresses 
filled in, no postage, per hundred...............-.----------+--+--0-- $ 5.50 


Electrical Demonstration Cabinets, each.............---..------------ 7.50 


Letterheads and envelopes per items 9 and 10, per 100 


SNES ccacgocel ee eee eee rrr 2.50 
Leather Zipper Presentation Books, including Selling 

“US RROUEL E725 Ia 5.00 
Witmeet-U-Molders, Per WM........2...cs-..00sc-ns-nccecescesecscesueseeorente 10.00 


[Endorsed]: Filed Sept. 24, 1942. 


GOVERNMEN'T’S EXHIBIT No. 76 


Verification of Assistance Given To Franchise 
Owner 


Franchise Owner Arthur K. Barnes 
Operating as: 401 Scott PL. 
PSOCEOSS... .....-.-<-25e-2-20c+-2-00 City Pasadena 


Assistance, given on (dates) Oct. 21, 28, 30, Nov. 
4,6, 8, 12 & 14, 1940 
By L. E. Marsh (name) as Division Mgr (title) of 
Direct-U-Systems 
[]v 1. Hotel: Helped sign location lease satisfac- 
tory for first compaign: | 
Name: Hilton Loeation: Long Beach 


[] 2. Helped secure cooperation or acceptance of 
local Chamber of Commerce. 
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[]v 3. Assisted in securing 2 Salesmen (also Sales 


Manager ®............ ), all as selected by Fran- 
chise Owner as a satisfactory starting or- 
ganization. 


[]v 4. Assisted at meetings in training and in- 
forming said sales organization. 


[] 5. Helped Franchise Owner find and rent suit- 
able office quarters. 


[] 6. Assisted in compiling adequate list of pros- 
peets to be mailed special letters furnished 
by Direct-U-Systems, per agreement. 


[} 7. Approved by Mr. Ellison, Mgr., Hilton 
ieligtel. 


‘To—Direct-U-Systems, Los Angeles, California. 


Your representative named above has done, or 
assisted me to do, each of the items checked. Ac- 
cordingly, I have now received all personal assist- 
ance you agreed to furnish me, all supplies for use 
in my first campaign will be shipped direct, and 
believe that I will be able to carry out my part of 
our Lease Agreement without further assistance, 
except for reasonable help in securing future hotel 
leases. 


Date: Nov. 14, 1940. 
AKB 


[Endorsed]: Filed Sep. 24, 1942. 
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GOVERNMENT’S EXHIBIT No. 77 
REPURCHASE AGREEMENT 


This Agreement, entered into this 31st day of 
January, 1941, by and between Direct-U-Systems of 
Los Angeles, California, hereinafter referred to as 
the party of the first part; and Arthur K. Barnes of 
Pasadena, California, hereinafter designated as the 
party of the second part: 


Whereas, the parties above entered into an agree- 
ment on the 22nd day of October, 1940, whereby the 
party of the second part did agree to lease and did 
lease two (2) Electric Directory Systems from the 
party of the first part, and did pay as advance lease 
rental the sum of $1500.00. 

The party of the second part has not taken de- 
livery of the systems as provided in the above desig- 
nated agreement, and the party of the second part 
does find himself as unable to fulfill his portion of 
the above designated contract. 

The party of the first part desires to have the 
territory as provided for in the above contract de- 
veloped whereby it can collect the royalties as pro- 
vided under the agreement. 

Now Therefore, for and in consideration of $1.00, 
receipt of which is hereby acknowledged, and the 
premises and the mutual promises of the parties and 
the consideration passing and to pass from each 
other to other, it is agreed as follows: 

1. The party of the second part hereby agrees 
to the complete cancellation of the agreement and 
does renounce and relinquish any and all interests 
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or claims in the agreement as entered into by the 
parties under the date of October 22, 1940. 

2. The party of the first part agrees that it shall 
pay or cause to be paid to the party of the second 
part, 25% of all the monies it receives from any 
source either as lease rentals or royalties from the 
territory designated im the agreement after sales 
expense and cabinet costs have been deducted, until 
the parties of the second part have received the total 
sum of $1500.00. 

3. The added consideration for the agreement 
and promise of the party of the first part to pay to 
the party of the second part the monies as outlined 
in the above paragraph is based on the agreement 
of party of the second part to assist and cooperate 
with the party of the first part in developing and/or 
transferring of any rights in the territory as out- 
lined in the original agreement. 

4. Party of the first part hereby agrees to de- 
vote its best effort to place the territory covered by 
the agreement on a paying and profitable basis with- 
out unnecessary delay. 

d.. Party of the second part agrees to return or 
deliver the sales equipment loaned to party of the 
second part which is the property of the party of 
the first part, on demand. 

It is mutually understood and agreed that this 
agreement, executed in duplicate, supersedes any 
and all previous agreements and contains the full 
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and complete understanding betwen the parties 
hereto. 
DIRECT-U-SYSTEMS 


[Endorsed]: Filed Sep. 24, 1942. 


ee 


DEFENDANT’S EXHIBIT B 
LOngacre 5-7482 11 West 42nd Street 
New York, N Y. 


Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 


August 25, 1939 


Mr. C. W. Talbott 
Direct-U-Systems 

301 North Laurel Avenue 
Los Angeles, California 


Dear Mr. Talbott: 

Friday, August 18, Mr. Wallace completed his 
instruction of six salesmen, Messrs. Farrell, Mac- 
Neill, Siering, Steece and Weil. 
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Monday, August 21, these six salesmen began 
canvassing for orders and we received one order for 
the Greeley Theatre, New Dragon, Manager, 857 
6th Avenue, corner 30th Street. A copy of the lease 
and service agreement and two copies of the location 
chart are submitted herewith. 

On Monday, August 21, Mr. C. S. Wallace, ob- 
tained a lease agreement from the Park Central 
Hotel at 55th Street and 7th Avenue for the in- 
stallation of a Direct-U-Systems cabinet, and I 
hereby acknowledge receipt of a copy of this lease 
agreement from Mi. Wallace. As this hotel has 
1,600 rooms and is a very much more desirable loca- 
tion for the installation of advertisements, from the 
advertisers’ point of view, I expect to charge $90.00 
a year for an advertisement on this cabinet. My 
decision to charge this amount was made after con- 
ferring with my salesmen and others, and I should 
like to have your approval in this connection. 

On Monday, August 21, Mr. Weil decided that he 
did not care to continues as a sales representative 
and I expect to replace him on Monday, August 28, 
with another salesman. 

On Thursday, August 24, two orders were re- 
ceived, the first dated Aug. 23rd., from Willoughby 
Camera Stores, Inc., T. A. Riggles, Pres., 110 West 
32nd Street. A copy of this order, together with 
two copies of the location chart are sent you here- 
with. The second order was received from the Chi- 
nese Village Restaurant, W. Y. Lee, Manager, 141 
West 33rd Street. A copy of this order together 
with two location charts are sent you herewith. 
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It was Mr. Wallace’s recommendation that we 
start soliciting advertisements for a cabinet in the 
Imperial Hotel. There seems to be a great deal of 
sales resistence against this hotel because it’s busi- 
ness has been deteriorating a great deal during re- 
cent years, and many people would give us adds for 
other hotels but not for the Imperial. 

GJS 


An International Service 


The men worked very hard during one of the 
hottest weeks New York ever experienced, and we 
have a good many call-backs in connection with the 
Imperial and also prospects for boards in other 
hotels. 

I am paying the salesmen a 20% commission, giv- 
ing them $9.00 cash on receipt of the first payment 
and $3.00 cash immediately on receipt of the next 


payment. 
With kind regards, 
Very truly yours, 
HAROLD E. WEEKS 
HEW :AV 


6 Ines. in Duplicate. 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT'S EXHIBIT E 


LOngaere 5-7482 11 West 42nd Street 
New York, N. Y. 
Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 


October 10, 1939 


Re: Original 8” x 10” 
Advertising Cards 
Dixect-U-Systems 
301 North Laurel Avenue 


Los Angeles, California 


Gentlemen : 

Referring to my letter of October 6, 1939, I am 
happy to state that the cards mentioned in that 
letter were received in good order yesterday morn- 
ing, October 9th. 

I am especially pleased to know that you can 
make such excellent copies, in two colors, from the 
original cards. ; 

Please advise me how long it takes to obtain such 
copies, and the cost of making them. 

This method of reproduction should be advan- 
tageous and economical, in case we later receive 
orders from an individual chent for a number of 
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eards of the same kind, for installation in various 
locations. : 
With best regards, 
Sincerely yours, 
HAROLD E. WEEKS 
HEW :AV 
GJS 
An International Service 


[Endorsed]: Filed Sep. 22, 1942. 


ao 


DEFENDANT’S EXHIBIT H 


LOngacre 5-7482 11 West 2nd Street 
New York, N. Y. 
Harold EK. Weeks 
Franchise Operator 
Direct-U-Systems 


October 5, 1939 
Direct-U-Systems 
301 North Laurel Avenue 
Los Angeles, California 


Re: Leases with Hotels for Direct-U- 
Systems Cabinets. 
Gentlemen: 

Referring to your letter of September 30, 1939, I 
have no leases for hotels other than the four men- 
tioned in my letters of August 14 and August 25. 

Copies of the leases for the Hotel Imperial, the 
Hotel Breslin, and the Times Square were sent in 
the letter of August 14, and a copy of the lease for 
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the Park Central Hotel was enclosed in the letter 
of August 25. 

I have hesitated in going after the leases in other 
hotels pending accomplishment of the following: 

1. A letter, or other power of attorney, giv- 
ing evidence that I am empowered to sign for 
the Direct-U-Systems in connection with such 
leases. Please send me such a letter or power 
of attorney. 

2. Completion of the installation of one 
cabinet here in the city which can be shown to 
the hotel management. 

3. Reeeipt of a card, similar to Mr. Wal- 
lace’s, which I can use when approaching the 
hotel management. 


Mr. Wallace gave me to understand, over five 
weeks ago, that he had requested a card, such as I 
have mentioned in (3) above, for my use. On the 
attached sheet I have sketched what I would like to 
have on a calling ecard, to be used by me when call- 
ing on hotel officials, or members of the American 
Hotel Association, in connection with leases for the 
installation of Direct-U-Systems cabinets. If this 
copy meets with your approval, will you please have 
one hundred (100) cards of the best quality made 
up for my use, and I will be very glad to reimburse 
you immediately upon receipt of a bill for the same. 

While I have not felt that I had the proper au- 
thority, without some written statement from you, 
to sign leases, I have. had some of the hotels 
‘sounded out’’ in connection with the possibility of 
placing cabinets in their lobbies. Such contacts 
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have already been made with the St. Regis, the 
Savoy-Plaza, the Hotel New Weston, the Governor 
Clinton, and the Pennsylvania Hotel. 

The manager of the Hotel Pennsylvania, Mr. Mc- 
Cabe, stated that he had seen several of the cabinets 
in operation in the Far West, and that he was in 
favor of them. However, the Pennsylvania is a 
Statler hotel and it is the policy of the Statler sys- 
tem to permit no advertising of any kind in their 
hotels. 

GJS 


An deat crrctional Service 


Mr. Mulligan, President of the Hotel Biltmore, 
Mr. Price, Manager of the New Weston, and the 
Manager of the Hotel Wellington all gave the fol- 
lowing reasons for not wanting a Direct-U-Systems 
in their hotels. They claim that they would not 
dare to recommend their guests to one store and not 
to another, as all important stores in their area 
were big customers of theirs. In spite of every 
argument we could give them, they said it was 
‘‘dynamite’’. I might add that Mr. McCabe of the 
Pennsylvania, although he liked the System very 
much and even if they permitted its installation, 
would be afraid of advertising for the same reason 
given by the above stated hotels. 

The publicity manager at the Savoy-Plaza stated 
that Mr. Marsh offered their ‘management $1,000 
dollars for permission to install a Robot cabinet in 
the lobby of the hotel, to which the management 
agreed and signed a contract with him. Mr. Marsh 


414 Norman H. Marshall vs. 


was unable to fulfiill his contract, due to his in- 
ability to obtain advertisers. 

This hotel, the Savoy Plaza, would be a most ex- 
cellent one for us to install a cabinet in, and I 
would appreciate any assistance which you might 
give, to enable us to sign a lease at that location. 
Apparently the $1,000 dollars’ offer, plus the ex- 
peetancy of a large number of guests attending the 
World’s Fair, caused them to decide to make the 
contract with Mr. Marsh. At the present time it 
looks as though the manager is against installing a 
eabinet at our price. 

Mr. Hylan has been in touch with Mr. Fredericks, 
the publicity man at the Governor Clinton Hotel, 
and presented our proposition to him. Mr. Freder- 
icks was favorably impressed and promised to sub- 
mit the proposition to the directors of the hotel. 
Up to date, no action has been taken by them. In 
soliciting orders for advertisers in the area around 
the Hotel Governor Clinton, for the Imperial, we 
found that a number of people would be glad to 
sign up for advertising on a cabinet in the Hotel 
Governor Clinton who would not consider the Hotel 
Imperial. I would appreciate anything that you 
eould do to get us a lease at the Hotel Governor 
Clinton. 

With best regards, 

Sincerely yours, 
HAROLD E. WEEKS 
HEW:AV 
Ene. 


Gis 


LOngecre 5-7482 11 West 42nd Steet 


New York, N.Y. 
HAROLD E. WEEKS 
Franchise Operator 
DIRECT-U-SYSTEMS 
947 tL. 
f ‘Longacre 5{7 7482 7 att wah eA 
< > oo 
ee A 
Dipeecy- UicS YSTEMS 4. > ze. F 
“AN INTERNATIONA SERVICE” Fo. C. E irony 


a WAReLD ‘. WEEKS WW WEST 42ND, STREET ae am ; 
FRANCHISE OPERATOR NBA WoRK N.Y, 
faeraen EM NEw Yorn Stare 
~ 


fincorsed: Filed Seot. 22, sete: 


An International Service 


Umted States of America 417 
DEFENDANT’S EXHIBIT I 


[Penciled note at top of page]: 
Thought you might want to see this eqpnt ship- 
ped ten days ago. 


Harold Eastman Weeks, P. E. 
Coordinating Engineer 
11 West 42nd Street, New York, N. Y. 
Room No, 2436 Telephone LOngacre 5-7482 


August 8, 1939 
Mr. C. W. Talbott, 
Direct-U-Systems, 
301 North Laurel Avenue, 
Los Angeles, California. 


Dear Mr. Talbott: 

Your letter of August 6 reached New York late 
last night, and was in my hands the first thing this_ 
morning. I thank you for your comments relative 
to the Automatic Map Company. 

I shall do nothing further at this time, in the way 
of investigating the situation with respect to the 
Automatic Map Company in this vicinity but, never- 
theless, will keep my eyes and ears open, and will 
promptly advise you of any further information or 
developments concerning that company. 

My request for ‘‘five hundred sheets of the same 
bond paper without letterheads’’ was to provide me 
with second and additional sheets for any communi- 
cations requiring two or more pages, as it is not good 
practice to use the letter-head on sheets following 
the first, of a communication or report, and it is 
essential that all of the pages of such communica- 
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tions be typed or written on the same grade and 
weight of paper. 

Herewith, you will find Prospect List Number 
Three, containing additional addresses of prospec- 
tive advertisers, numbered 151 through 260. 

The notes given in my letter of August 5th apply- 
ing to Prospect List Number One will also apply to 
List Number Three. 

Please consider that Prospect List 1, 2, and 3 will 
probably take care of present requirements, as Mr. 
Wallace recommended that only two hundred names 
be sent to.you, to enable us to start operations. 

I realize that there are other classifications to be 
covered, and that you may expect other prospect 
lists from me up to the total of four hundred names 
covered in our contract, but please do not hold up 
any equipment for any names beyond those included 
in Lists Numbers 1, 2 and 3. 

With best wishes, 

Sincerely yours, 
HAROLD HK. WEEKS 

[Penciled note at foot of page]: You can take 
care of this. 
HEW :AV 


Ine. 
GJS 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT'S EXHIBIT J 


October 11, 1940 
Mr. Harold E. Weeks 
160 Fifth Avenue 
New York City, N. Y. 


Dear Mr. Weeks: 

Please accept my apologies for not answering 
your letter of September 16th, but I have just re- 
turned to the city. 

In March of 1938 I purchased the controlling 
stock of the National Directory Systems from Mr. 
C. W. Talbott for a substantial cash consideration. 

In this purchase I acquired all of the interest or 
claims that Mr. Talbott had or may have had with 
the National Directory Systems, and he retired 
from the corporation. 

There were no unusual circumstances connected 
with Mr. Talbott’s sale, except I made an offer which 
he accepted, and I do not believe that Mr. Talbott 
has any claims or is a creditor of the National Di- 
rectory Systems. 

The National Directory Systems did not “blow 
up’’ as you state in your letter and it was taken over 
by myself as the principal stockholder and I did 
liquidate the major portion of its indebtedness. 

An arrangement was made by the Automatic Map 
Company to purchase certain equipment which was 
to be built by the National Directory Systems, but 
these arrangements did not work out satisfactorily 
and this arrangement was cancelled. 

Tt is true that certain of the personnel of the Na- 
tional Directory Systems was employed by the Auto- 
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matic Map Company, but this was only natural, as 
this personnel was experienced in this field, and 
inasmuch as the National Directory Systems had 
intended to be a servicing and manufacturing com- 
pany, they had no need of salesmen. 

GJS 

While it is of no interest to the writer relative to 
the alleged statements in a report of the Better 
Business Bureau, that none of the operators for the 
National Directory Systems made money, we are 
quite confident that this is erroneous, as many in- 
stallations were made throughout the country. Our 
experience has been that where a lessee failed to 
make money, it was entirely through his lack of 
ability, experience, or failure to be guided by the 
suggestions which the company made. 

To the best of my knowledge the National Direc- 
tory Systems never sold any franchises, but they 
did lease certain equipment to exclusive distributors 
who were in reality lessors, and their success or 
failure depended upon their own initiative or 
ability. 

T succeeded Mr. Talbott as President of the Na- 
tional Directory Systems and retained that position 
until I disposed of my interest. 

To the best of my memory, none of the former 
operators have any interest in any of the equipment 
which they leased, and anyone who would make pur- 
chase of any of this equipment would do so at their 
own risk, and with the knowledge they were buying 
equipment which the seller had no legal right to dis- 
pose of. 
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We note your statement that you have found maps 
used by the Direct-U-Systems, which were used by 
the National Directory Systems in an installation in 
the Waldorf Hotel. 

The writer knows nothing of this, but‘it is quite 
possible that the same map maker furnished the 
drawings and used the same scale. It would be 
rather difficult if they used the same area, to pro- 
duce a different map. 

To the best of my knowledge there is no relation- 
ship between the Direct-U-Systems and the National 
Directory Systems, as I am familiar with the stock- 
holders of the National Directory Systems, and I 
know that none of its stock is held or controlled by 
others than those well known to me. 

I do not know why you should have so many in- 
quiries from people, as to the Attorney handling the 
creditors of the National Directory Systems, for to 
my knowledge there were no creditors in the East. 

I trust that this is the information you desire. 

Very truly yours, 
AUTOMATIC MAP COMPANY 
By 
RWY :M 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT K | 
LOngacre 5-7482 11 West 42nd Street 
New York, N. Y. 
Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 
October 19, 1939 


Direct-U-Systems Re: Stationery 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen : 

The blank calling cards with the embossed, col- 
ored insignia of the American Hotel Association 
were received on October 17. I appreciate your 
kindness in sending them to me and thank you for 
the same. 

Please have two hundred (200) sets of letters 
and envelopes printed in accordance with the en- 
closed samples, and send them to me at your earli- 
est convenience. 

I enclose my check for $5.50; to cover the listed 
price of these at $2.50 per hundred sets, in accord- 
ance with your contract terms, plus 50c to cover 


postage. 
Sincerely yours, 
HAROLD E. WEEKS 
HEW:AV 
Ene. 


GJS 
An International Service 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT L 


LOngaere 5-7482 11 West 42nd Street 
New York, N. Y. 
Harold E. Weeks 
Franchise Operator 
Direet - U - Systems 


October 30, 1939 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Re: Cabinet to be exhibited at the National Hotel 
Exposition. 


Gentlemen: 

Referring to your letter of October 28th, the sta- 
tionery together with extra letters and envelopes 
reached me today. Thank you for hustling this 
shipment along. 

The map has not yet arrived. Possibly it was 
sent, as the previous one was, by regular mail in- 
stead of by air mail, in which case it may be two 
or three days more before it arrives. At any rate, 
I will give it immediate attention and will wire you 
if there are any corrections or changes. 

As previously indicated in my telegram of Octo- 
ber 11, we are preparing the 8x10 cards here. 

In connection with the 114’x7T’ directory cards, 
please note additional information sent you here- 
with, on four (4) cards, B, D, E and G, which it 
will be advisable to include on these cards, if you 
have time. Also, a new copy of card R showing 
a correction concerning the Sunday hours. 
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There are certain areas and large buildings in 
New York City which are still supplied by Direct 
Current. My investigation of the three (3) loca- 
tions involved with the first cabinet indicates that 
it will be highly desirable to have a Direct Current 
motor for this cabinet. If it is impossible to supply 
such a motor, send the Alternating Current one 
and I will substitute a Direct Current one for use 
in this office building. 

Again I wish to recommend the desirability of 
using a so-called universal motor for any cabinets 
to be used in New York City, due to the prevalence 
of Alternating Current in some parts of the city, 
and Direet Current in other parts of the city. 

With much appreciation of the splendid atten- 
tion you are giving this first installation, I remain 
with best regards, 

Sincerely yours, 
HAROLD EK. WEEKS 
HEW :AV 
Ene. 
GJS 
(Cut) An International Service 
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C Museum 
A Museum of Modern Art 
B Open Weekdays 10-6. Admittance 25 cents 
Sundays 19-6; 10 cents 
[Penciled note]: In correct. 
D_ Tel. CIvcle 5-8900 E 11 West 53rd Street 
(G) 
C Public Library 
A New York Public Library 


B 
D Tel. BRyant 9-1500 E 5dth Avenue & 42nd St. 
77 
(B) 


C Art Museum 
A Metropolitan Museum of Art 
B 
DTel. RHinelander 4-7690 
E 5th Avenue & 82nd St. 
(E) 
C Planetarium 
A Hayden Planetarium 
B 
D_ Tel. ENdicott 2-8500 
E Central Park W. & 81st St. 


(D) 
C Museum 
A American Museum of Natural History 
B 


D Tel. ENdicott 2-8500 
E Central Park W. & 79th St. 


[Endorsed]: Filed Sept. 22, 1942. 
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DEFENDANT’S EXHIBIT M 


Western Union Telegram 
The filing time shown in the date line on telegrams 
and day letters is Standard Time at point of 
origin. ‘Time of receipt is Standard Time at 
point of destination. 


Received at 5375 Wilshire Blvd., Los Angeles, Calif. 


9 Nov 8 PM 2 18 
SY147 54 DL 4 Extra Duplicate of Tele- 
phoned Telegram. 


Direct U Systems— 

7225 Beverly Blvd— 

Photographs of cabinet received Stop Congratula- 
tions and hearty thanks for splendid job well ex- 
ecuted Stop Am extremely pleased Stop Kindly 
wire current of motor sent and when shipment was 
made Stop Please send four hundred copies four 
page gray descriptive leaflet by air mail to my of- 
fice Stop Best regards— 

HAROLD E WEEKS 
The Company will appreciate suggestions from its 
patrons concerning its service. 


GJS 
[Endorsed]: Filed Sep. 22, 1942. 
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LOngacre 5-2947 11 West 42nd Street 
7482 New York City 
Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 


November 9, 1939 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Re: Cabinet to be installed at the Na- 
tional Hotel Exposition. 
Gentlemen: 

The cabinet reached the Grand Central Palace 
yesterday, Wednesday afternoon, November 8th. 

The express charges amounted to $42.74 which 
were paid by the National Hotel Association. I re- 
funded Mr. Walsh, the Exposition Manager, that 
amount in cash today. Enclosed is the receipt from 
the Railway Express Agency. 

Your letter of November 6th was delayed in 
reaching me by one day, due to the fact that it was 
addressed to 11 East 42nd Street, instead of 11 
West 42nd Street. 

J have not yet opened the crate containing the. 
cabinet inasmuch as the booth is not yet completely 
decorated, and carpenters and electricians are 
working in the vicinity. However, it seems to have 
arrived in good condition. Instead of finding the 
erate placed in an upright position I found it lying 
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on its side, and I trust that no damage has been 
done due to their placing it in that position. 

J appreciate the information and instructions 
concerning the details that you mention in this 
letter. 

I have arranged for an alternating current serv- 
ice, at an additional cost of $3.00 over the cost of 
direct current for the cabinet, but will be unable to 
use this electricity before Saturday afternoon, due 
to the fact that they can not turn the current on 
while electricians are working on the circuits. 

I very much regret the necessity of cutting down 
the cards, because I had previously carefully 
checked with you as to the size and weight, and re- 
ceived the information that the exact size was 
8”x10”, and that the stock that I had submitted was 
satisfactory. A number of our cards will have to 
be done over and some of them appear to have the 
letters and illustrations somewhat crowded and 
rather poorly laid out, due to the necessity of nar- 
rowing them to 744 inches. 

GJS 

I appreciate the fine way in which you have 
taken care of the lettering and lighting for the in- 
stallation at the Grand Central Palace and the sub- 
sequent installation at the Park Central Hotel. 

Your suggestion concerning the sending of letters 
to prospective advertisers has been taken care of by 
one or another of the form letters, copies of which 
I sent you on November 7th. 

My attention has been called to the fact that the 
114’x7" directory card for the toy store, F. A. O. 
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Schwarz, was incorrectly printed. I would appre- 
ciate it if you would have another card made up 
with this concern’s name printed Schwarz instead 
of Swartz, as it now appears in the cabinet. Please 
send the corrected card to me as soon as possible 
by air mail. 

I expect that the booth will be in such shape to- 
morrow, that it will be expedient to uncrate the 
cabinet. I am sure that we will be more than 
pleased when we have it set up and can have it 
tried out. 

I heartily thank you for your wonderful co- 
operation, in doing such a fine job in so short a 
time. 

With best regards, 

Sincerely yours, 
HAROLD E. WEEKS 
HEW :AV 
Ene. 


[Endorsed]: Filed Sep. 22, 1942. 
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Longacre 5—2947-7482 11 West 42nd Street 
New York City 
40-008 


Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 
‘‘An International Service”’ 
February 29, 1940 

Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen: 

Yesterday afternoon, February 28, I received your 
air mail letter, dated February 26, referring to the 
freight shipments of the cabinet for the Imperial 
Hotel with the bill of lading covering this shipment, 
and the shipment of the new rotating machine for 
this cabinet by prepaid express. 

The rotating machine arrived about noon today, 
and [ waited for Mr. Musorofiti to come over from 
Brooklyn to uncrate it. The new rotating machine 
appears to be a very business like and well built de- 
vice, and I congratulate you for finally sending me 
such an excellent appearing mechanism. 

I shall be interested to see how it operates with 60 
cards, and shall have to make them up, in order to 
LIGHIL OUT, 

[ also acknowledge receipt of a copy of the letter 
to Mr. Musorvofiti, and he showed me your letter to 
him this afternoon. 
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M1. Muscrofiti installed the revised rotator in the 
Park Central Hotel, and it ran successfully for a 
number of days. There were, however, 3 interrup- 
tions, and Monday morning, February 26, upon in- 
vestigating a report from the hotel that the machine. 
had jammed, he found 7 newly made cards badly torn 
and useless, due to the fact that the adhesive tape 
which you had put on the large wooden roller had 
melted, and otherwise ripped off, coating the cards 
and rollers with zine oxide, or whatever the adhe- 
sive was, and placing the machine temporarily out 
of commission. 

He brought the machine beck to this office and has 
apparently rectified the trouble by the use of other 
material, and has been testing the machine carefully 
here prior to re-installing it at the hotel. 

J am in hopes that he will re-install the rotator in 
the Park Central cabinet tomorrow, March 1. 

J also wish to acknowledge one photograph of each 
of the letters of appreciation from the Empire State, 
Ind., the Metropolitan Museum of Art, the Frick 
Gallery, and the Little Church Around The Corner. 

I understand that your Mr. Thomas E. Morgan is 
now in Philadelphia, and I am interested to know 
whether he has replaced Mr. Wallace, or whether 
Mr. Wallace who has recently been in several cities 
in Florida is still with you. 

Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT P 


Longacre 5—2947-7482 11 West 42nd Street 
New York City 
Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 
‘‘An International Service’’ 


November 16, 1939 


Direct-U-Systems Re: Descriptive leaflets, 
7225 Beverly Boulevard Direct-U-Systems. 
Los Angeles, Calfornia 


Gentlemen: 

Yesterday afternoon, I received two packages con- 
taining probably about 500 copies of the four page, 
descriptive pamphlet about the Direct-U-Systems. 

I note that you had my name and address printed 
on these and I very much appreciate this, and I 
thank you for sending them to me. They will be 
very useful. 

Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 
GJS 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT Q 


Longacre 5—2947-7482 11 West 42nd Street 
New York City 


Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 

‘An International Service’’ 


November 16, 1939 


Direct-U-Systems Re: Pictures of the Park 
7225 Beverly Boulevard Central Hotel cabinet. 
Los Angeles ,California 


Gentlemen: 
Yesterday morning I received 159 copies of the 
picture of the Park Central Hotel electric directory. 
These will be very useful, and I very much appre- 
ciate your preparing them, and I thank you for 
sending them to me. 
Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 
GJS 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT'S EXHIBIT R 


Longacre 5—2947-7482 11 West 42nd Street 
New York City 
Harold EK. Weeks 
Franchise Operator 
Direct - U - Systems 
‘‘An International Service’”’ 


December 15, 1939 


Re: Summary of all orders received. 
Direet-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen: 

Enclosed herewith, you will find a two-page sum- 
marv of all of the orders for advertisements to be 
included in the cabinets for the Hotel Imperial and 
the Park Central, from August 21 through Decem- 
ber 15, 1939, inclusive. 

This tabulation shows the date of receipt of con- 
tract, the name and address of the advertiser, the 
method of payment, name of salesman, commissions 
paid to him, and the amount received on each con- 
tract. 

You will note that all of the commissions have 
been paid in full, with the exception of the money due 
Mr. Hopkins, which he requested be held up until 
the first installment was paid to me, and the pay- 
ment due to the Loewy Agency, in connection with 
the Merians contract, also $3.00 due Mr. Corwin 
following receipt of payment. 
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You will note that my payments to the salesmen 
far exceed any money received by me on account. 
You will also note the extended terms for payment, 
necessary to close the contracts, and also the fact 
that most of these payments begin on installation. 

It has been very difficult to sell advertising on a 
cabinet which could not be actually seen, and I 
strongly recommend that, in the future, any new 
franchise operator be immedately supplied with a 
cabinet, following the payment of his franchise fee 
to your company. 

I shall begin sending you the 20% due you on all 
contracts, as soon as I am satisfied that the cabinet 
is properly installed and operating satisfactorily, 
and as payments are made by the advertisers. 

With best regards, 

Sincerely yours, 
HAROLD E. WEEKS. 
HEW :AV 
GJS 
Ene. 


SUMMARY OF ORDERS 
August 21—October 31, 1939, inclusive 


es Hotel Name of Advertiser Address Method of Payment 

on! 

jug 21 1 Greeley Theatre ........... ee Oe ANE GGOUL St arenes $10.00 Sept. 15; $5.00 p.m, 10 mos...... 
ne 93 1 Willoughby Camera or ‘Ine. ..110 W. 32nd St ... $10.00 Aug. 24 ; $50.00 on installation... . 


141 W. 38rd St. 
01 W. 57th St... 


$10.00 Ang. 24; $5.00 p.m. 10 mos... 
---- $15.00 Sept. 6; $7.50 p.m. 10 mos 


Aug. 24 I Chinese Village 
Sept. 6 PC Robert Thorne, Ine. . 


Sept. 8 PC dean Me MSN ce dacscactaces nececascnesccsanexs Hotel New Weston 
; Mad. Av. & 50th St............ $15.00 Sept. 23 ; $15.00 p.m. 5 mos 
Sept. 8 I Penn. Wine & Liquor Shop.................. 201 W. 38rd St ..-$60.00 on installation. 


812 Tth Ave... 

155 W. 56th St.. 
1200 Broadway.. 
22 E. Sith St... 
102 W. 37th S 
..-1451 Broadway... 
...202 W. 34th St.. 


sept. 9 PC The Camera Plaee 
Sept.15 PC Carnegie Hall Auto Rental 
Sept. 21 1 Schoepfer'’s Taxidermy Stndio.. 
Sept.29 PC Merian ’g Shoes ..... ceseeernnnee 
Sept.29 1 Broadway Beauty Salon. 
Oct. 5 PC Federated Detective Bureau.. 
Get. 6 1 Charles C. Alehoff, D. D. S... 
Oct. 10 1 Larry L. Kronrot—Furrier .. 
Oct, 10 1 Benjamin Miller—Optometrist ... 
Oct. 19 PC Solmor Jewelry Co 
Oct. 27 PC Thomas J. Short—Chiropractor 
Oct. 30 PC Sonotone Corp—Hearing Aids .........19 W. 44th St... 
*$13.50 Commission due Loewy Ageney on meant of first payment. 


SUMMARY OF ORDERS 


November 1—December 15, 1939, inclusive 


.-- $15.00 on instal. $7.50 p.m. 10 mos... 
$15.00 on instal. $15.00 p.m. 5 mos 
... $10.00 on instal. $10.00 p.m. 5 mos 
.-- $15.00 on instal. $10.00 p.m. 715 mos 
$10.00 Oct 30; $10.00 p.m. 5 mus 
...-$7,.50 on instal. $7.50 p.m. 11 mos.. 
.-.-610.00 on instal. $5.00 p.m. 10 mos.. 
$10.00 Oct. 10; $5.00 p.m. 10 mos.. 

..--$10.00 on instal. $10.00 p.m. 5 mos. 


$15.00 on instal. $7.50 p.m. 10 mos 
... $90.00 on installation 


Date of 
Contract Hotel Name of Advertiser Address Method of Payment 


Nov 1 J Harry A. Burgio, Pod. G 110 W. 34th St ...$10.00 Dee. 1; $5.00 p.m. 10 mos.... 


Noy. 7 PC B'way Table Tennis Courts. 1721 Broadway. 5.00 Dee. 1; $7.50 p.m. 10 mos 

Nov. 7 PC LeRoy R. Stoddard, M. D. 33 W. 42nd St.. $15.00 on instal. $15.00 p.m. 5 mos. 
Nov. 23 PC Miss Julie's Dance Studios 136 W. 42nd St. $7.50 Nov. 28 ; $7.50 p.m. 11 mos... 
Dec, 6 PC Madam Zenda (Zenda Sterling) ........154 W. 57th St.. $15.00 Dee. 6; $15.00 p.m. 5 mos... 


Dee, 15 PC Jay Lord Hatters ... enSveenneRe 
[Endorsed]: Filed Sep. 22, 1942, 


108 W, 38th St..... $15.00 with eapy ; $15.00 p.m. 5 mos...........-.. 


Sold by 


.. Hylan 
van 
. Hylan 
.. Hylan 


. llylan 
.. Farrell 
... Steece 
- Hopkins 
... Rattray 
... Ostro® 


Corwin 
. Wilson 
. ylan 


Sold by 


Wilson 


Dwyer 
Wilson 


436 


Comm. Pald Amount Recelved 


$12.00 
$12.00 
$12.00 
$18.00 


$18.00 
$22.00 
$18.00 


$12.00 
$9, (in 
$12.00 
$18.00 
$12.00 
$12.00 
$12.00 
$15.00 
$18.00 
318.00 


$10.00 9/15 
$10.00 8/24 
$10.00 8/24 
$15.00 9/6 


$15.00 9/23 


full) 
$10.00 10/30 


$10.00 10/10 


Comm. Pald Amount Recelved 


$12.00 
$18.00 
$18.00 
$18.00 
$18.00 
$18.00 


$7.50 12/3 
$15.00 12/7 
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Longacre 5—2947-7482 11 West 42nd Street 
New York City 


Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 

‘*An International Service’’ 


December 15, 1939 


Re: Cabinet for the Hotel Imperial. 
Dirvect-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen : 

Please proceed with the manufacture of a mahog- 
any cabinet for the Hotel Imperial. 

As the mahogany in the lobby is very old, it has 
a dark brown finish similar to the sample color en- 
closed herewith. 

This eabinet should be supphed with racks for 
sixty advertisers and twenty points of interest. 

The map used may be the same as that supphed 
on the Park Central cabinet. 

The points of interest may: be the same as those 
shown on the Park Central cabinet. 

To date, we have received only ten contracts for 
this cabinet, but the advertisers are already begin- 
ning to complain, because the cabinet is not installed. 
It will be necessary for me to have this cabinet in- 
stalled within three or four weeks, or cancellations 
will be requested. 
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T am hoping to obtain additional advertisements 
for this cabinet by going after orders from large 
stores on a coverage basis, obtaining orders for six 
or more hotels at one time. 

We expect to sign a contract with the Governor 
Clinton Hotel next Monday, December 18, and with 
the Piceadilly Hotel during that week. 

Please insure that the aperture for the 8x10 cards 
on this cabinet be large enough so that all of the 
8 x 10 cards can be seen. 

TI have decided that the white celluloid eards will 
be satisfactory, provided we can eliminate glare and 
obtain suitable lighting on the cabinet. 

Please proceed at once with the manufacture of 
this cabinet. 


With best regards, 
Sincerely yours, 
HAROLD E. WEEKS. 
HEW :AV 
Kine. 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT T 


Longacre 5—2947-7482 11 West 42nd Street 
New York City 


Harold E. Weeks 
Franchise Operator 
Direct - U - Systems 

‘¢An International Service’’ 


December 22, 1939 
Re: Lease agreement with the 
Governor Clinton Hotel. 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen : 

Enclosed you will find one (1) copy of the lease 
agreement between Direct-U-Systems and the Gov- 
ernor Clinton Hotel, covering the installation of a 
dark walnut cabinet for one year from the date of 
installation. 

Due to the fact that the management at the Gov- 
ernor Clinton had previously signed contracts on two 
occasions with franchise operators for the installa- 
tion of somewhat similar electrical directories, and 
these contracts had both been broken by the fran- 
chise operators, it was very difficult to get the man- 
agement to sign up for a Direct-U-Systems cabinet. 

Negotiations concerning this matter have ‘been 
going on for three months and necessitated about 
eight calls, and a number of letters, before we were 
able to obtain acceptance. ; 
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Mr. Glenn agrees to sign further lease agreements, 
if the cabinet and its operation and maintenance 
prove satisfactory during the term of this agreement. 

Very truly yours, 
HAROLD E. WEEKS. 
HEW:AV 
Ene. 


GJS 
[Endorsed]: Filed Sep. 22, 1942. 


DEFENDANT’S EXHIBIT U 


Chelsea 2—7160-7161 160 Fifth Avenue 
New York City 
40-022 


Harold EK. Wecks 
Franchise Operator 
Direct - U - Systems 

‘*An International Service”’ 


May 6, 1940 
Re: Directory Cards for Cabinets in the Hotel 
Times Square, Hotel Breslin, and Hotel 
Governor Clinton. 


Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen: 
Referring to the orders sent you last week for the 
new Direct-U-Systems cabinets to be installed in 
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the Hotel Times Square, Hotel Governor Clinton 
and Hotel Breslin, I send you herewith two copies 
of vour usual form for indicating the directory 
listings. 

In order to conserve printing time and expense 
you may make up four copies of each of these list- 
ings using one set for each cabinet with the excep- 
tion of listings No. 38 and 39 which are not included 
in all the cabinets (See lists sent you with the 
orders). 

I would appreciate it if you would send me the 
fourth set, in order that I may have one to work 
on in case of a change of location or telephone num- 
ber, or the addition of copy in ‘‘B”’. 

For instance, Tiffany & Co. will probably move 
to its new building at the corner of Fifth Avenue 
and o7th Street, and will have a new telephone num- 
ber, sometime within the next three months. 

I trust that this procedure will save you time and 
expense in connection with the printing of these 
eards which should be on the same white celluloid 
material that was used in the Park Central and Im- 
perial installations. 

Referring to your letter of May 4, 1940, your sug- 
gestion concerning the use of a neon tube is un- 
necessary and would be too expensive. 

We are having very fine results in using four 15 
watt, Edison base, 120 volt, Mazda lamps mounted in 
porcelain bases backed by heavy galvanized iron re- 
flectors which have been coated with aluminum 
paint, mounted in the rear of each 30 card rack, and 
similar units containing two 15 watt lamps mounted 
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in the rear of each 10 card ‘‘Point of Interests’’ 
rack. 

By using the brass frames mentioned in my pre- 
vious leter, a maximum amount of light is available 
for use through the celluloid directory cards, and the 
whole effect is execellent. 

[ will send you photographs and dimensions of 
these reflectors and lighting units as soon as we have 
completed the new ones for the Hotel Imperial 
cabinet. 

GJS 

Concerning the use of an electric time switch, I 
would report that such switches are too expensive 
for use on most of the cabinets which come under 
my jurisdiction because these cabinets have to utilize 
Direct Current. 

IT have been tipping the chief bell hops at both 
hotels fairly liberally from time to time, and they 
see that the electricity supplied each cabinet is turned 
on at 8 o’cloeck in the morning and off at midnight. 

In addition to having the switches operated at the 
hours mentioned, the operation of the board is 
watched at these times and also at other intervals 
during each day. 

If time switches were used, it would be necessary 
to get switches which operated over a period of 8 
days or more; otherwise, they would have to be 
wound or set daily, and I find that the inspection in- 
terest and the cooperation of the bell boys is, in my 
opinion, very much more to be desired than the in- 
stallation of the time switches. 

Of course, I realize that your object in installing 
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the time switch is to insure that the motor operating 
the card changing device is not left on continuously. 

However, I firmly belheve that these bell boys are 
very loyal and honest in their attempt to carry out 
a verbal agreement with me, and that they are satis- 
fied with the tips that they are receiving. 

As you have completely designed the most recent 
rotating machine, it is my opinion that you should 
know the length of the chain belt required. Inasmuch 
aS we are occasionally removing links, Mr. Musoro- 
fiti and J hesitate to advise what length of chain you 
should send, at this time, so I recommend that you 
send us 5 or 6 feet of your hardened chain and we 
will take care of the requirements on this end. 


With best regards, 
Sincerely yours, 
HAROLD E. WEEKS. 
HEW :AV 
Enes. 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT V 


Chelsea 2-7160 160 Fifth Ave. 
New York City 
40-017 


Harold E. Weeks 
Tranchise Operator 
Direct - U - Systems 

‘‘An International Service’’ 


April 10, 1940 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Gentlemen : 

Having known Mr. Musorofiti for about 11 years, 
and having great respect for his ability and his 
workmanship in connection with electrical, physical, 
astronomical and other lines of endeavor, I have ar- 
ranged for him to become an important part of my 
organization, in connection with my shop and labora- 
tory for research and engineering development, and 
he became one of my staff on April Ist. 

I know that he spent over double the amount of 
time he charged you for, during February, and I 
regret that his items were not more fully detailed 
to indicate just what he did. I am suggesting that 
in the future he give you a more complete account 
of just what he does. 

In view of the fact that Mr. Musorofiti is now with 
me, you may See fit to engage someone else to service 
your cabinets. If so, I will endeavor to supply you 
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with the names of suitable persons to do this for you. 
I have no interest or part in any remuneration 
you have paid or will pay Mr. Musorofiti. He has 
given you unselfish and devoted service and will con- 
tinue to do so, if you see fit to keep him as your ser- 
vice man in Greater New York. 
Very truly yours, 
HAROLD E. WEEKS. 
HEW:AV 
GJS 


[Endorsed]: Filed Sep. 22, 1942. 


DEFENDANT’S EXHIBIT W 


Direct - U - Systems 
General Offices 
Direct-U Building - 7225 Beverly Blvd. 
Los Angeles, California 
July 3, 1940 


Mr. Harold E. Weeks 
160 Fifth Avenue 
New York City, N. Y. 


Dear Mr. Weeks: 

We wish to acknowledge receipt of your favor of 
the 24th and we are quite surprised that you are 
having any difficulty with the rotating machine, as 
we have them under operation for weeks here, and 
they do not fail at any time. If they should fail, 
there is no damage to the cards because the clutch 
overcomes that, and if you are having any dif- 
ficulty at-the Imperial with the cards tearing, it is 
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due to the fact that someone has readjusted the 
clutch on it, causing it to tear instead of just jam. 

The only other reason that might possibly cause 
difficulty there would be the use of too heavy a 
eard. We advocate the use of 180 M weight Bristol 
stock. We use a non-smearing lettering on it, so 
that it will not soil. 

We have found that the major portion of the 
soiling of the cards is due to the fact that the paint 
comes off and gets on the rollers, and in this way 
it is carried on to the next card. 

We wish also to acknowledge receipt of maps 
for the Breslin and the Times Square, as well as 
the quotation for furnishing of brass frames for 
the directory cards. 

We would not be interested in going into such 
an additional expenditure as $100 for three brass 
metal frames, as we feel that is out of line, and we 
are preparing the Times Square on a basis that we 
are confident that you will be more than pleased 
with. 

We are very happy to advise you that we have 
received the Governor Clinton cabinet from the 
eabinet shop at last, and it is being wired now and 
we have evel'y hopes to get it on its way to you very 
shortly. 

Very truly yours, 
DIRECT-U-SYSTEMS 
By C. W. TALBOTT 
Received Jul - 6 1940. <Ans’d T/F 
An International Service 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT X 


Direct - U - Systems 
General Offices 
Direct-U Building - 7225 Beverly Blvd. 
Los Angeles, California 


July 24, 1940 


Mr. Harold E. Weeks 
160 Fifth Avenue 
New York City, N. Y. 


Dear Mr. Weeks: 

We have an applicant or two who are interested 
in some territory which has been included in the 
area assigned to you, and we would appreciate it 
if you would advise us if you would be interested 
in releasing the territory outside of New York 
City proper to us. 

We would expect in return to compensate you 
for the release, and we would suggest that we would 
pay you a portion of the royalty that we would re- 
ceive from any installation up state. We feel that 
this would be quite advantageous as we are con- 
fident that you would have more territory and more 
opportunity to develop in the city of the New York 
than you will ever take advantage of. 

We would appreciate hearing from you at your 
earliest possible convenience on this. 
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With the kindest regards we are, 
Very truly yours, 
DIRECT-U-SYSTEMS 
By COW. PaEBorr 
T/F 
Received Jul 29 1940. 


An Internatiional Service 


[Endorsed]: Filed Sep. 22, 1942. 


DEFENDANT’S EXHIBIT Y 


LOngacre 5-2947 11 West 42nd Street 
7482 New York City 
Harold EH. Weeks 
Franchise Operator 
Direct - U - Systems 
An International Service 
December 26, 1939 
Direct-U-Systems 
7225 Beverly Boulevard 
Los Angeles, California 


Re: Publicity obtained through exhibiting cabinet 
at the National Hotel Exposition. 


Gentlemen : 

About a month ago, I mailed you a clipping from 
the New York World Telegram concerning the 
cabinet which I exhibited at the National Hotel Ex- 
position. 
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Herewith, I send you a clipping from the Flint 
(Michigan) Journal, dated Thursday, November 
16, 1939, entitled ‘‘Machine Makes Problem of Get- 
ting Around in Strange City Easy One’’. 

Herewith, I also send you a clipping from the 
Pontiac (Michigan) Daily Press of Thursday, No- 
vember 16, 1939, entitled ‘“‘Getting Around in 
Gotham Just a Matter of Buttons’’. 

Mr. James F. Walsh, General Manager of the 
National Hotel Exposition, tells me that the Ex- 
position received over 11,000 lines of publicity. He 
has a large volume of clippings concerning the Ex- 
position, and I expect to send someone from my 
staff to Mr. Walsh’s office to look over the clip- 
pings, and after this has been done, I will obtain 
additional clippings and send them to you. 

Very truly yours, 
HAROLD E. WEEKS 
HEW :AV 
Eine. 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT Z 


LOngacre 5-7482 11 West 42nd Street 
New York? Y. 
Harold EK. Weeks 
Franchise Operator 
Direct - U - System 


September 26, 1939 
Mr. C. W. Talbott 
Direct-U-Systems 
301 North Laurel Avenue 
Los Angeles, California 


Dear Mr. Talbott: 

I wish to thank you for your letter of the 20th 
instant, in which you welcome me into your or- 
ganization, and for your kind offer of any assist- 
anee which I meght ask for. 

I have accepted the position of sales manager 
with Mr. Weeks believing that my previous experi- 
ence in advertising of a kindred nature, plus a very 
long and wide business experience in New York 
City and a thorough aequaintance with this city’s 
hotels, qualifies me for the job. 

In a spirit of trying to be helpful to all con- 
cerned, I wish to set forth a few of my findings 
both from the work of our salesmen and my own 
experience in the field. 

We have been campaigning for a month with 
nine salesmen including myself, seven of these 
salesmen having been chosen by your Mr. Wallace. 
I would say that we are all good average salesmen. 
To date we have signed nine contracts, five for the 
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Imperial Hotel, and four for the Park Central. 
Personally, I have probably put in about one quar- 
ter of my time in the field and have sold five of the 
nine. These contracts have been secured from out 
of approximately 400 interviews. The percentage, 
therefore, is entirely too small for anyone to make 
money. 

J wish to state my belief for the reason of this , 
small volume of sales. Perhaps you know the New 
York market. However, as I know it and find it, 
I will say there are only about 15 hotels here for 
which from 40 to 50 contracts can be secured. The 
following are the hotels: 

First class: Sherry Netherland, Savoy Plaza, 
Plaza, St. Regis, Waldorf, Ambassador. 

Second class: Astor, New Yorker, Pennsy!l- 
vania, McAlpin, Commodore, Biltmore. 

Third class: St. Moritz, Taft, Park Central. 


These hotels are in areas that attract the transi- 
ent shopping. There are a number of large hotels, 
such as the Times Square, which we have under 
contract, the Dixie, the Edison, ete., in the Broad- 
way area. The Broadway area today has prac- 
tically no permanent, first class merchants. It has 
evolved into a ‘‘Coney Island’’. Even the better 
class of amusement enterprises can not make any 
money in this district. Hotels like the Imperial 
and Breslin, with the exception of 34th Street, are 
in a decadent district, and the Imperial and the 
Breslin are considered not any better than fifth 
elass hotels. 


452 Norman H. Marshall vs. 


The merehant in New York who will spend 
money for our type of service is not interested in 
hotels below a third class rating. 

A very large percentage of the turn-downs we 
have had will reconsider when they can see a eabi- 
net in operation. The same thing applies to some 
of the hotels we have tried to sign up. 

In my opinion, our hope of suecess in this city 
depends on immediately installing and operating 
a cabinet. 

I-am personally very enthusiastic about Direct- 
U-Systems service, and nearly all prospects find 
it unique and interesting, but business 1s none too 
good in New York today, and people want to see 
in operation what they are asked to sign up for, 
for one year. 

These suggestions are in no manner a criticism, 
but a desire to be constructive. 

Very truly yours, 
JAMES N. HYLAN 
Sales Manager 
JNH:AV 


[Endorsed]: Filed Sep. 22, 1942. 
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DEFENDANT’S EXHIBIT AA 


LOngacre 5-7482 11 West 42nd Street 
New York, N. Y. 


Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 


September 18, 1939 
Re-Lease and Service Agreements 


Direct-U-Systems 
301 North Laurel Avenue 
Los Angeles, California 


Gentlemen : 

Following your approval of a $90.00 an advertiser 
charge on the Park Central cabinet, I had two new 
Lease and Service Agreement forms drawn up, two 
copies of each of which I send you herewith. 

I did not have different colors of paper used on 
account of an increased cost of fifty percent over all 
white sheets. 

In this connection may I ask what distribution 
you desire of the four different colored sheets of the 
sixty dollar Lease and Service Agreement forms? 
Mr. Wallace did not advise my salesmen, or me, 
regarding where the various colors went. 

At present, I am keeping the original, giving the 
first carbon copy to the advertiser and am sending 
you a second and a third carbon copy. 

As these are not at all clear in some instances, 
T am planning to send you two typed copies of the 
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originals; as you particularly need legible copies 
for making up the narrow classification cards. 

I regret that I did not receive proof on the $60.00 
an advertiser, Lease and Agreement forms, for I 
should have changed the words ‘‘make all checks 
payable to the Company”’ to read ‘‘make all checks 
payable to Harold E. Weeks.’’ In spite of instrue- 
tions to the salesmen to instruct the advertiser to 
make checks payable to me, today, I had to return 
a check, and ask for another, because it read, 
‘*Direct-U-Systems’’. 

I can take care of this by having made up a rubber 
block out stamp and a rubber stamp showing my 
name. 

Sincerely yours, 
HAROLD E. WEEKS. 
HEW :AV 


(Cut) Allied Member AHA 
An International Service 


[Endorsed]: Filed Sep. 22, 1942 
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DEFENDANT’S EXHIBIT BB 


11 West 42nd Street 
New York, N. Y. 


Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 


September 18, 1939 


Divrect-U-Systems 
301 North Laurel Avenue 
Los Angeles, California 


Gentlemen : 

This morning I received the mimeographed sheets 
of the ‘‘survey of the spending of guests in hotels’’, 
with the following various classifications : 

300 rooms—34 
900 rooms—40 
600 rooms—d2 
1600 rooms—43 


These tabulations will be of great assistance to 
my salesmen in their endeavors to secure advertisers 
for Direct-U-Systems. 


I thank you very much for these survey sheets. 
Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 


(Cut) Allied Member AHA 
An International Service 


[Endorsed]: Filed Sep. 22, 1942 
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DEFENDANT’S EXHIBIT CC 


11 West 42nd Street 
New York, N. Y. 


Harold E. Weeks 
Franchise Operator 
Direct-U-Systems 


August 14, 1939 


Mr. C. W. Talbott 
Direct-U-Systems 

301 North Laurel Avenue 
Los Angeles, California 


Dear Mr. Talbott: 

The express shipment from Los Angeles reached 
here safely this afternoon, and I acknowledge receipt 
of the following items: 

1. Six demonstration cabinets. 

2. Six illustrated presentation books. 

3. Six selling suggestions circulars. (I reserve 
the right to ask for six more, if necessary, on this, 
in the future). 

+. Four hundred sheets advertisers’ service agree- 
ments. 

5. Forty sheets hotel lease forms. 

6. Hotel room reminder cards. (Some received ; 
more to be requisitioned from you, as needed). 

7. Four hundred advertisers’ map location ecards. 

8. Four hundred envelopes, ‘‘Direct-U-Systems, 
11 West 42nd St., New York City.”’ 

9. Four hundred letterheads with my name. 

10. Seventy-five multi-graphed letters, addressed, 
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with names of advertising prospects filled in, to- 
gether with addressed and stamped envelopes. 

11. Five hundred blank sheets of bond paper 
matching paper mentioned in Item 9. 

I am expecting additional shipments from you of 
the balance of the multigraphed letters to prospects, 
with the names and addresses filled in, together 
with stamped and addressed envelopes to accompany 
the same. Thank you for your prompt cooperation 
in preparing and shipping the above mentioned 
items. 


With best regards 
Sincerely yours, 
HAROLD EK. WEEKS. 
HEW :AV 


(Cut) Allied Member AHA 
An International Service 


[Endorsed]: Filed Sep. 22, 1942 
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DEFENDANT’S EXHIBIT DD 


LOngacre 5-7482 11 West 42nd Street 
New York, N. Y. 


Harold E. Weeks 
Franchise Operator 
‘Direct-U-Systems 


August 15, 1939 


Mr. C. W. Talbott 
Direct-U-Systems 

301 North Laurel Avenue 
Los Angeles, California 


Dear Mr. Talbott: 

On Sunday, August 13th, I inserted an advertise- 
ment in the New York Times, which advertisement 
is shown in the attached sheet. 

As a result of this advertisement, more than 
seventy applicants appeared at this office yesterday 
and today. We certainly had our hands full inter- 
viewing them. 

Due to the present state of business in this city, 
many excellent men are still out of work, and Mr. 
Wallace and I were able to select some outstanding 
salesmen. 

Last week, I rented additional space and fitted it 
up for Mr. Wallace to use in interviewing and train- 
ing the salesmen, and I will probably continue to 
rent this space, so that the salesmen will have a 
place to meet, write and complete their records. 
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This morning, Mr. Wallace began training the 
following men: 

Mr. Samuel Brady Steece 

Mr. Warren W. McNeill (who happens to be an 
old friend of Mr. Wallace} 

Mr. J. N. Hylan. 

Tomorrow morning, we expect to add three more 
salesmen to our force. 

Direct-U-Systems seems to have great appeal to 
the best type of salesmen, including many former 
executives and managers. It looks as though we 
would not have the slightest difficulty in getting all 
of the excellent salesmen we may require. 

These men will probably start out after advertise- 
ments next week. 


With best regards 
Very truly yours, 
HAROLD E. WEEKS. 
HEW :AV 
(Cut) Allied Member AHA 
An International Service 


[Endorsed]: Filed Sep. 22, 1942 
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DEFENDANT’S EXHIBIT HH 


2607 Mira Vista Dr. 
Richmond, Calif. 
June 16, 1941 

Mr. C. W. Talbott, Pres. 

Direct-U-Systems 

7225 Beverly Blvd. 

Los Angeles, Calif. 


Dear Mr. Talbott: 

I have noted very carefully all that you have had 
to say in your letter of June 10th, and agree with 
you most heartily. No business can afford to allow 
such a territory as this to lie idle and unproductive. 
I, also, regret very much that the operation of this 
territory did not work out as I anticipated. 

If the conditions are as you depict them, it should 
be an ideal time for you to resell this territory and 
by dividing it into several separate teritories and 
allotting from one to three units to each as you 
have suggested it should be profitable to you. 

IT am ready at any time to enter into a repur- 
ehase agreement with you on a cash basis, and if 
you see fit to do that promptly, then the problem of 
the Sir Francis Drake board becomes no problem 
at all. 

Yours very truly, 
RALPH W. BERGEN 
GJS 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT PP 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 24, 1941 
Mar. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

Wright’s Billiard Salon is a very large and fine 
recreation centre with twenty-eight beautiful tables. 
Itis very conveniently located with reference to the 
hotels, Mr. Schubert is the local manager. 

He has been contacted and thoroughly sold on the 
benefits of Direct-U-Systems to his business, but 
states that Mr. F. P. Simpson, 514 Palisades Ave- 
nue, Santa Monica is the boss and he, (Schubert) 
cannot spend money for such things without Mr. 
Simpson’s O.K. Simpson seldom gets up here, and 
Schubert suggests someone down there contact him 
and sell him on the value of our proposition. Can 
you have some one follow this prospect for me 
promptly. 

I am badly in need of an additional supply of 
prospect letters as per attached copy and of the 
small photographs to be pasted upon them. Will 
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you please have 100 to 150 copies made up for me 
as promptly as possible. 
Yours very truly, 
Rk. H. BERGEN 
RHB/s 


Ene. 


P. S. Do you have standardized bill forms for 
notification of the Customer when a payment is due 
on a contract? 

Was there any approval ever secured from the 
business firms whose names were placed on the Sir 
Francis Drake Hotel board, or were they ever noti- 
fied that their names were so placed ? 

Will you please give me the exact date of in- 
stallation of the Sir Francis Drake Board, and the 
date from which the rental begins. 

ik. Ht. B. 
GJS 

(Cut) Allied Member AHA 


Our Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT'S EXHIBIT No. QQ 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 17, 1941 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

I wish to acknowledge receipt of cards for ‘‘'Town 
and Country’’ men’s furnisbers and Bloch’s Beauty 
Salon. I have now received three different sets of 
8 by 10 cards and in each instance they have been 
slightly damaged in the mail, corners bent or edges 
erimped, not beyond use but enough to mar the nice 
appearance and to possibly cause trouble on the 
machine. J would like to suggest some alteration 
in the wrapping to avoid this. 

Also their card Town & Country is not made up 
precisely as wanted. However, as you say, there is 
too much wording in their copy. We will get new 
copy from them and then tell you more precisely 
how to make it up. The word ‘‘distinctive’’ is 
spelled ‘‘distinctiva’’ on the card you sent. We 
will use it temporarily. 

Now that we are beginning to place paid names 
on this board, I believe we should have the cards 
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placed in the hotel rooms. Will you please send 
eards for the Sir Francis Drake Hotel which has 
600 rooms. 

If a customer desires more than one change of 
copy per month on the display, is it best to have 
additional cards made up by vour shop and if so, 
what is the charge? Or is it safe to permit them to 
have it made up themselves? What thickness and 
exact dimensions of ecard should be specified for 
them ? 

Very truly yours, 
R. H. BERGEN 
RHB/s 
GJS 
(Cut) Allied Member AHA 


Our Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT RR 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 17, 1941 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: 

We have asked you to assist us by callmg upon 
T.W.A., Earl C. Anthony, Inc., and Hertz Drive 
Ur Self. Having heard nothing as yet, we wonder 
if it is not time to follow them up again. 

I have two more such requests. We are advised 
by the Florsheim Shoe Company that all matters 
of sales promotion and advertising are handled by 
a Mr. Goodrich, advertising director, Florsheim 
Shoe Company, 541 West Adams Street, Chicago 
and that all policies are formed by him for their 
company as a whole. We have been requested by 
the local man to write directly to Mr. Goodrich. We 
believe that can better be handled by your office 
than by mine because of the national character. 

I am enclosing a card of Godissart’s. When we 
solicited these people, they recommended that a eall 
be made upon their Los Angeles main office, Mr. 
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Berger being the party to see. Will you kindly 
make such a eall and report to us. 
Yours very truly, 
R. H. BERGEN 
RHB/s 
GJS 
(Cut) Allied Member AHA 


Our Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT SS 
R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direct-U-Systems 

105 Montgomery St. 
San Francisco, California 


January 16, 1941 
Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott: | 

We have had some correspondence with reference 
to additional letters for the Sir Francis Drake Hotel 
bulletin board. In my last letter to you on this 
matter LI told you that they would like about three 
each of additional vowels of the one inch size. 
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Mr. Malone this morning had occasion to be talk- 
ing with Mr. Harrington of the Hotel personnel, 
and Mr. Harrington stated that they needed a whole 
new set of the one and one-quarter ineh size and 
that Mr. Marshall had promised this to them. 

In regard to this discrepancy in size, My. Malone 
has checked up this afternoon to be sure, and ad- 
vises that the size they actually want is 114”. 

Will you please take care of this matter direct 
with the Hotel and see that they get what they wish 
in the way of letters. 

My salesmen are asking me to send out ‘‘ Follow- 
Up”’ letters to some of their prospects, believing 
that it would help them to close. If I send you a 
copy of what I wish can you make up mimeograph 
sets for me? Do you have any of my letterhead 
paper down there. 

Yours very truly, 
R. H. BERGEN 
RHB/s 
GJS 
(Cut) Allied Member AHA 


Our Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT'S EXHIBIT TT 


R. H. Bergen YUkon 0820 
Manager 


Direct-U-Systems of Northern California 
Franchise Owner 
Direect-U-Systems 

105 Montgomery St. 
San Francisco, California 


Dee. 30, 1940. 
Mr. C. W. Talbott, Pres., 
Direct-U-Systems, 
7225 Beverly Blvd., 
Los Angeles, Calif. 


Dear Mr. Talbott: 

The additional supply of business cards and the 
8x10 cards for the animator of the Sir Francis 
Drake Board have been received, for which I thank 
you. I installed the 8x10 cards this morning and 
they certainly make a great improvement in the 
appearance of the board. 

When there this morning, I noted that the supply 
of small bulls-eye mazda lamps for the map is 
getting very low. I think there are only three left. 
Will you please send a new supply. Incidentally, 
will it be my responsibility to see to it that the hotel 
electricians are supplied with such materials, or will 
they correspond directly with you to obtain them? 
I would appreciate knowing the nature of the ar- 
rangement with the hotel electricians. Such infor- 
mation tends to make up a complete knowledge of 
the work on my part. 
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The hotel man responsible for changing the letter- 
ing on the lower portion of the machine, for use 
by the hotel, called my attention to the fact that the 
lock on that door has gone out of kilter. he key 
turns over and over without throwing the tumblers. 
It is impossible now to unlock the door. What do 
you suggest? Shall J call ina locksmith to make a 
new key, or would it be better to send a new lock, 
then have the electrician drive the pins out of the 
hinges and install it. 

I was also told that the hotel would appreciate 
it if they had a few more letters. They need a few 
more vowels, about three each, in both sizes in order 
to be able to make up their signs as they wish to. 

IT thank you for the thoughts which prompted you 
to send the telegraphic Christmas greetings, which 
arrived at a very opportune time, while the whole 
family was gathered together just after Christmas 
dinner. I trust you had a very Merry Christmas, 
and wish you a Happy New Year. 

Very truly yours, 
R. H. BERGEN 
Direct-U-Systems 
rhb/s 
GJS 
(Cut) Alhed Member AHA 


Our Direct-U-Systems Direct Buying Dollars 
to You and Tell Your Message 


[Endorsed]: Filed 9/23/42. 
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DEFENDANT’S EXHIBIT VV 


VERIFICATION OF ASSISTANCE GIVEN TO 
FRANCHISE OWNER 


Franchise Owner: R. A. Burke 
Operating as: Burke Advertising Agency 


Address: 625 Hyde Street, San Francisco, Cali- 
fornia 


Assistance given on April 13, 1939 


By A. Martinez, as Division Manager 
of Direct-U-Systems 


[V] 1. Hotels Leased 
Bellevue 
Melding 
El Cortez 
Governor 
Golden State 
Powell 
Shaw 
Sutter 
Mark Twain 
Clark 


[X] 2. Assisted in securing 3 salesmen (Also 
Sales Manager (X) ), all as selected by 
Franchise Owner as a satisfactory start- 
ing organization. 


[X] 3. Received full equipment as outlined in the 
agreement (with exception of photo-— 
graphs which are to follow. 
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To: Direct-U-Systems 

Your representative named above has done, or 
assisted me to do, each of the items checked. <Ac- 
cordingly, I have now received all assistance you 
agreed to furnish me, and all supplies for use in 
my first campaign, and believe that I will be able 
to carry out my part of our Agreement without 
further assistance. 

Signed: R. A. BURKE 
Date: April 20, 1939. 


[Endorsed]: Filed Sep. 23, 1942. 


DEFENDANT’S EXHIBIT WW 
Pittsburgh, Pa. 


Jany. 26th 1940 
My. E. M. Schutt, 
Cleveland, Ohio. 


My Dear Earl: 

Referring to the second paragraph of your letter 
of the 25th. You and I called upon the Auditorium, 
the Carter and also the Allerton. The only one that 
mentioned a service, or that seemed to know any- 
thing of an electric map, was the Allerton. And 
from what we were able to understand from Mr. 
Riley, he was a believer in the idea, in fact so much 
so, was willing to give a lease if he could be re- 
lieved of the one held by Robot. As I understand 
it, you were to call back on the other two men- 
tioned the week I left for your answer. If it was 
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found that they had also given leases, of course this 
was something I knew nothing of. There is one 
thing sure, the Cleveland and the Hollenden made 
no mention of an objection from this source, instead, 
Mr. Marsh is somewhat friendly to the idea and I 
am satisfied this hotel ean be secured if you keep 
after it, especially so inasmuch as the Fort Shelby 
of Detroit have given a lease. As to the Cleveland, 
Mr. Pierce made mention of the fact that he had 
been offered a seivice, we convinced him that it was 
not of the same nature, he seemed to favor our 
system and plan, promised to investigate. Am sure 
if you follow up this lead and especially with the 
assistance of Mr. Mark Regan you will succeed. 
IT feel that you are simply jumping at conclusions 
when you say that it would be impossible for you 
to secure any leases from these people, in view of 
the fact that other hotels have given leases on an- 
other service. Why should they? The Cleveland 
and Holleden have no interest in what the hotels 
you mention do. If they like the service, and cer- 
tanly it is far superior to any other offered, they 
will take it regardless of what the other hotels 
think or do. 

Answering the third paragraph of your letter. 
I certainly do believe that if you present to the 
hotels, even those that have given the Robot leases, 
your service, calling their attention to the drop 
display card and especially in view_of the fact that 
it has the full(endorsement of Mark Regan, Mgr) of 
the Cleveland Convention Bureau that he recom- 
mends it as an outstanding Civic Betterment, and 
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only because it contains this drop ecard display, giv- 
ing you an opportunity of placing in the cabnet, 
pictures of points of outstanding interest of the 
eity, something the other service can not do, that 
you can get them to consider you very seriously. 
As far as locations that have given no leases, you 
should have no trouble whatsoever. 

[Printer’s note: Referring to circled words 
in paragraph above, a penciled notation in the 
margin reads as follows: Mark Regan of 
Convention Bureau said he had seen board at 
N. Y. convention and that it seemed a good 
idea—BUT not to use his name as reference. ] 


The whole story, as I see it Earl is, As soon as 
you found competition in the field, regardless of the 
nature of it, that you have immediately lost heart, 
have thrown up both hands and have settled down 
to the fact that IT CANT BE DONE, Where as, 
there are a number of very favorable locations in the 
eity of Cleveland that are just as good as the down 
town locations mentioned, on which, if worked, you 
ean secure, that will pay you an equal revenne to 
any of the down town locations. It would seem to 
me that points of this nature should receive your 
attention, especially for the present and until such 
time as your competitor died out, which apparently 
will not be long, if the report given us by Better 
Business is correct. Then later when the down 
town hotels see that their leases are not being ful- 
filled, they will welcome you. In the meantime 
continue working such hotels as you know have 
given no leases. You have every advantage and 


474 Norman H. Marshall vs. 


especially with the endorsement of Mark. Further, 
IT am satisfied he will render you a lot of assistance 
if you will ask for it. Not alone from this source, 
but your standing in town is such, that many will 
assist you, if vou will ask for their assistance, in 
helping vou put it over. 

To me it seems a shame that you should become 
so discouraged so early in the game. What would 
have happened to Ford or a few other of our suc- 
cesses if they had of scared out at the first sign of 
competition? There is nothing different about this. 
It seems to me, you should draw your belt up an- 

GJS 
other notch, GO OUT AND PUT IT OVER. Not 
waste a lot of time and effort in finding fault with 
an idea that is a MONEY MAKER, if properly 
handled. Think of the territory you have to work 
on. You have half a dozen cities you could work, 
even outside of the many favorable spots now avail- 
able in Cleveland, any one of which will make you 
nice money. 

There seems to be some differences of opinion 
between us in regard to your paragraphs four, five 
and six that I am not going to make an attempt to 
rehash at this time. As to your paragraph seven, 
T am a representative of the Direct U Systems and 
as such, feel naturally, they should be fully and 
promptly advised of any dissatisfaction which might 
arise in any territory I may be working therefore, 
you can rest assured, all correspondence that has 
passed between us, or that may pass between us, 
will be forwarded to them promptly. Insofar as I 
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am concerned, you will remain the owner of the 
franchise as assigned and as fully outlined in the 
contract. If any other arrangement, it will be be- 
tween you and the company direct. 

It would be my suggestion, that you go to work 
and put this thing over. It can be done, is being 
done and you are the boy that can do it, if you will 
just make up your mind and GO TO IT. Remem- 
ber, there never was anything worth while handed to 
any one on a ‘“‘Platter.’’ 


With best regards and trusting that you will 
START THE WHEELS OF PROGRESS, I am, 
Sincerely yours, 


[Endorsed]: Filed Sep. 29, 1942. 


DEFENDANT’S EXHIBIT XxX 
Pittsburgh, Penn. 


Jany. 23rd 1940 
K. M. Schutt, 
Cleveland, Ohio 


My Dear Earl: 

I have delayed somewhat answering your letter 
of the 22nd, due to the fact that I have had so many 
interviews that it has been impossible for me to 
take the time off. 

I can assure you of this fact, all I know of any 
other map company is just what you and I found 
out when we went to see Better Business. I was 
just as surprised to learn of a franchise having 
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been let to some one in Cleveland as you were. I 
had no concern over the matter, owing to the fact 
that the franchise operator seemed to be in trouble 
over his connection, Better Business having re- 
ported to the both of us that said franchise operator 
had taken the matter up with them, owing to the 
fact that he seemed unable to gct them to answer 
his correspondence. As to any competition, on ac- 
count of these facts, it looked as though there was 
none. To this you agreed after our interview. 

Now, as to their having a number of leases on 
down town hotels, this is far from the facts. You 
and I called on all down town hotels and the only 
one that we found that had given a lease was Mr. 
Riley of the Allerton. Your prospects are good at 
the Cleveland, Carter, Hollenden and many other 
of the outside places that I called upon. 

I ean not, for the life of me, understand why you 
should feel like stopping operations at this time. 
While there appears to be some competition, it 
seems to me that you should make some attempt to 
investigate the nature of it, that is the nature of 
the board they are putting out. I think that if you 
will do this that you will not consider it competition. 
From what I am able to learn, having secured the 
information from B.B. the equipment is not like 
ours. I understand that it does not contain the 
“Display Card’? which is the most valueable part 
of the service, this gives the advertiser a change of 
copy every thirty days in addition to the listing. Am 
sure that if you call the advertisers attention to this 
service, he cannot help but agree that ours offers 
much more for the money. 
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In regards to securing locations, you will agree 
that I called upon all hotels of importance in down 
town Cleveland with you. In the case of the Cleve- 
land, it was a case of your working on them, the 
Hallenden, was a case of delay however you were 
to continue to contact them (I left the door open). 
The Carter, Mr. Thomas was out of town and you 
were to contact him last week and the many other 
points I called upon were to be contacted later by 
you and I left with you all of the necessary informa- 
tion for a follow up. Then I left with you a letter 
with a list of 7 different locations for you to have 
signed up by the Melrose Hotel System and in dupli- 
eate, copy of which you were to send me the next 
day. Mr. Melrose placed on this list 7 locations to 
which he agreed on installations. As yet you have 
failed to send me this letter. Will you please ar- 
range to attend to this immediately. 

Insofar as our having failed to fulfill our part of 
the contract, that is as to securing locations, you 
will remember that as soon as I arrived in Cleve- 
land I asked you if I should get right out and line 
up five locations, your answer was to the effect that 
IT should not worry about, all you wanted was the 
assurance that I would go around with you on a few 
calls, simply to allow you to get the hang of the 
approach as from then on you could take care of it 
yourself. Had you have stated anything otherwise 
- you can rest assured I would have signed up 5 hotel 
leases and if you insist upon the fullfilment of this 
part of it, rest assured it will be done. The Mel- 
rose line takes care of that part of the agreement. 
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It seems to me, Earl, that you are becoming dis- 
couraged a little early in the game, you have not 
insofar as I can see, given the deal any kind of a 
work out. I ean name a dozen locations, all good 

GJS 
which you will be able to secure with a little effort 
on your part. The idea of you becoming a little 
discouraged and feeling that it can not be done this 
early in the game, shows a weakness on your part 
that I never considered was in your make up. 

As to my coming back to Cleveland and reselling 
the franchise, I have no intention of so doing. There 
is no reason for even considering such a move. You 
went into this deal in good faith, there was no mis- 
representation in connection with the deal in any 
manner whatsoever, the company has fulfilled their 
part of the agreement in every manner and stand 
ready to offer you all of the assistance as is pro- 
vided for in the terms of the contract. You might 
just was well make up your mind to the facts that 
you are in the Direct U Systems business, grit your 
teeth, forget the fact that there appears to be com- 
petition, get out and get some leases and go to work 
and put it over. It can be done and is being done. 

You state in your letter that you were supprised 
to learn that I was to leave Cleveland when I did. 
If you will recall the conversation the Monday 
afternoon before my departure, you will rember 
that to stated you were fully satisfied with the 
manner everything had been handled and that you 
felt that from then on you would be able to work 
out everything that was hanging fire. 
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I am sending Los Angeles office your letter of the 
22nd and also a copy of this letter so that they will 
know just how you feel in regard to the whole sit- 
uation and I know you will hear from them im- 
mediately. 


With best regards, 
Yours truly, 


[Endorsed]: Filed Sep. 29, 1942. 
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DEFENDANT'S EXHIBIT 3A 
C. I. McReynolds 
Advertising 
1010 Vermont Ave., N. W. 
Washington, D. C. 


Tel: MEtropolitan 3134 
Operator of 
Direct-U-Systems 
in the District of Columbia, 
Maryland and Virginia. 


Jan. .10, 1940. 
Mr. C. W. Talbott, 
Direct-U-Systems, 
7225 Beverly Blvd. 
Los Angeles, Calif. 


Dear Mr. Talbott: 

I have had no acknowldgement of my letter to 
you of Jan. 3rd, and I much fear that delays are 
going to cost us the best of the seasonal opportuni- 
ties, when merchants are allocating advertising bud- 
gets. If we get ready too late, we will have to 
wait a year, in some cases; therefore I hope that 
every effort will be made to avoid delay. 

Please keep me posted on your progress on the 
cabinet intended for this city, so we can get our 
plans made at this end to make our mutual efforts 
effective. 

Sincerely yours, 
C. I. McREYNOLDS 
CIM/M GJS 
[Endorsed]: Filed Sep. 24, 1942. 
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DEFENDANT’S EXHIBIT 3B 


C. I. McReynolds 
Advertising 
1010 Vermont Ave., N. W. 
Washington, D. C. 


Tel: MEtropolitan 3134 
Operator of 
Direct-U-Systems 
in the District of Columbia, 
Maryland and Virginia. 


Via Air Mail 
Special Delivery. 


Jan. 23, 1940. 
Direct-U-Systems, 
General Offices, 
7225 Beverly Blvd. 
Los Angeles, Calif. 


Dear Sirs: 

I attach hereto a clipping from this morning’s 
Washington D. C. ‘‘Post’’ which tells of the resig- 
nation of Mr. Richard 8S. Butler as manager of the 
Hotel Hamilton. 

This is the only hotel in the District of Colum- 
bia which was actually signed up for the installa- 
tion of an. Electric Directory of Direct-U-Systems, 
on which you are now working in accordance with 
our agreement to put on a demonstration. 

I do not know what effect, if any, the resig- 
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nation of Mz. Butler as manager of the Hotel 
Hamilton will have; but obviously it would be well 
to hold up shipment of the demonstration cabinet 
until we can ascertain for certain that we have a 
place to put it. 

The delay in securing an official map of the Dis- 
trict of Columbia, and the delay in making up the 
demonstration cabinet, have been very discourag- 
ing; now comes this further uncertainty. I will, 
however, look into the matter at once and give you 
a further report. 

Yours very truly, 
C. I. McREYNOLDS 
encl. 


Butler Becomes 
Hotel Manager 


Appointment of Richard 8. Butler as manager 
of Hotel 2400 Sixteenth Street is announced by 
Weaver Brothers, Washington realty firm. But- 
ler has resigned as manager of the Hotel Hamilton 
and will take over his new duties tomorrow. He 
has previously been associated with the Manger 
Hotel chain since its entry into the Washington 
hotel field about five years ago. 

Butler’s early hotel training was received at. 
the Princeton Inn at Princeton, N. J., and at the 
Hotel Seymour, New York City. 

GJS 

[Endorsed]: Filed Sep. 24, 1942. 
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DEFENDANT’S EXHIBIT 3D 


C. I. McReynolds 
Advertising 
1010 Vermont Ave., N. W. 
Washington, D. C. 


Tel: MEtropolitan 3134 
Operator of 
Direct-U-Systems 
in the District of Columbia, 
Maryland and Virginia. 


Feb. 1, 1940. 
Mr. C. W. Talbott, 
president, 
Direct-U-Systems, 
Los Angeles, Calif. 


Dear Mr. Talbott: 

I have your letter of Jan. 30, sent by airmail, 
as I am coming to the office for the first time in 
some days, because of illness. 

I note that the cabinet for the District of Colum- 
bia is nearing completion, and I see no reason 
why you should not complete it at the earliest pos- 
sible moment, and ship it on to be installed. I 
anticipate no action on the part of the Hotel Ham- 
ilton which would dishonor their agreement, and 
wrote you first as a matter of caution, also because 
there has been some labor trouble at the Hotel 
Hamilton, which is now settled; I enclose a elip- 
ping of a few days since speaking of this, and one 
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of last night which says that the trouble is settled. 

I will take up with Mr. John J. Connolly, the 
new Manager, the matter of installing this cabinet, 
as soon as I have sufficiently recovered. In the 
meantime I cannot see that he can go back on 
the signed agreement. 

I am still annoyed over the delay, as we should 
have gotten it installed before Mr. Butler left, and 
we could then have benefitted by the Jan. 30 Presi- 
dent’s Birthday Ball at the Hamilton. This would 
have given us some good publicity. 

I also feel that you have been negligent in not 
getting at the matter of an official map, long ago. 
It is not right that I should be delaved by this 
oversight. 

Sincerely yours, 
C. I. MCREYNOLDS 


Hamilton Hotel Strike 
By Thursday Threatened 

Unionized employes of the Hamilton Hotel are 
prepared to act on a previously-taken strike vote 
if a new contract is not signed by next Thursday, 
James McNamara, international vice president, Ho- 
tel and Restaurant Employes’ Alliance, announeed 
today. 

Mr. McNamara said the Labor Department’s Con- 
ciliation Service had intervened in an effort to 
settle the controversy, but that thus far no progress 
has been reported. He said both the hotel and 
the employes were standing firm on their demands 
concerning wages. 
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Hamilton Signs 
Contract, Ending 
Threat of Strike 

The Hamilton Hotel yesterday renewed the 
year-old contract with its 300 employes governing 
wages, hours and working conditions. This ended 
a month of dispute two days before a strike dead- 
line that was set for tomorrow. 

The contract includes closed-shop and check-off 
provisions, vacations with pay and arbitration of 
disputes. It forbids deductions for uniforms from 
the wages of maids and waitresses. Wages were 
left unchanged. 

GJS 

[Endorsed]: Filed Sep. 24, 1942. 


DEFENDANT’S EXHIBIT 3h 


VERIFICATION OF ASSISTANCE GIVEN 
TO FRANCHISE OWNER 


Franchise Owner: C. I. McReynolds 

Operating as: C. I. McReynolds 

Address 1010 Vermont Avenue City Wash- 
ington, D. C. 


Assistance given on (dates) from October 
7th to October 21st, inclusive 

By Warren W. MacNeill as Division Mana- 
ger of Direct-u-systems, Inc., of Los Angeles, 
California 
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[X] 1. Hotels 

Name: Hamilton Location: 14th & 
K Sts., Washington 

Capitol Park Union Station Plaza 
Also called on Willard, Shoreham, Ward- 
man Park, Dodge, Mayflower and Wash- 
ington. We expect to sign all or most 
of these Hotels. 


[X] 2. Assisted in securing 3 Salesmen (also 
Sales Manager [....]), all as selected by 
Franchise Owner as a satisfactory start- 
ing organization. 


[X] 3. Assisted at meetings in training and in- 
forming sales organization. 


[ ] 4 Helped Franchise Owner find and rent 
suitable office quarters. 


[X] 5. Assisted in compiling adequate list of 
prospects to be mailed special letters. 


- [X] 6. To express my deep appreciation of the 
very fine assistance given me by Mr. War- 
ren W. MacNeill, a man of high attain- 
ments, exceptional personality and thor- 
ough loyalty and trustworthiness. 


To: Mr. Talbot: 

Your representative named above has done, 
or assisted me to do, each of the items 
checked. Accordingly, I have now received 
all assistance you agreed to furnish me and 
all supplies for use in my first campaign, 
and believe that I will be able to carry out 
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my part of our Agreement without further 


assistance. 
Signed: C. I. MeREYNOLDS 


Date: October 23rd, 1939 
{Endorsed}: Filed Sep. 24, 1942. 


DEFENDANT’S EXHIBIT 31 
Direct-U-Systems Map Location Chart 


1. Write in plainly the names of all four streets 
around the block in which client is located. 

2. At exact location, draw a rectangle with a cross 
inside it. 

3. Make in duplicate (use carbon sheet) and for- 
ward both copies to 
Direct-U-Systems, Los Angeles, California 


[Endorsed]: Filed Sep. 25, 1942. 
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DEFENDANT'S EXHIBIT No. 3h 


Martin M. Oslie ‘ Phone 3270 R 
Owner - Manager 


Direct-U-Systems Of Colorado 
Franchise Owner 
Direct-U-Systems 

1944 North -tHth—Street 
Colorado Springs, Colorado 


Dec. 19, 1941 
108 Swope Ave. 


Mr. C. W. Talbott 
7225 Beverly Blvd 
Los Angeles, Calif. 


Dear Mr. Talbott; 

The Directory at the Cosmopolitan Hotel was 
installed vesierday and I think the cabinet is very 
beautiful and the map is so plan that any stranger 
should understand it and find it much easier to 
get acquainted in town. 

Will start working on sales for installing 
a directorv at the Antlers Hotel at $104.00 a space 
in Colo Spgs and one in Denver for the Brown 
Palace soon. 


Wishing you a Merry Christmas. 
Yours truly 
MARTIN M. OSLIE. 


(Cut) Alhed Member AHA 


Divect-U-Systems Direct Buying Dollars to You 
and Tell Your Message 
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(Envelope) 
(Stamped) Colorado Springs Dec. 19 1941 4:30 PM 
Colo. 
Direct-U-Systems of Colorado 
Colorado Springs, Colorado 
108 Swope Ave. 


Mr. C. W. Talbott 
7225 Beverly Blvd. 
Los Angeles, 
California 


{Endorsed]: Filed Sept. 25, 1942. 


DEFENDANT’S EXHIBIT 30 
Memorandum 
To: C. W. Talbott April 10, 1940 
From: F. H. Boyer and G. H. Broderick 


Subject: Your Two Letters of April 8 and Ac- 
knowledgement of Rotating Machine Shipment. 


* es % 


The rotating machine arrived by express shortly 
before noon today. It was well crated and came 
thru in fine condition. 

We are greatly pleased with this mechanism. 

With My. Broderick’s mechanical and electrical 
experience, we encountered no difficulty in placing 
the machine into perfect operation. 

We are very enthused about the design and me- 
chanical features. 
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We have run through your 60 test cards and 
they operate perfectly. 
We note however, that the test cards are 11 7/16” 
1/8 


x 9 24’, —as we have mentioned previously,—our 
eards are[91/" [x 1114" ] 

However, we have not yet tried them in the 
machine,—we shall do so this afternoon. It is 
quite likely that it will be necessary to trim our 
eards to the size of your test cards. 

Since the arrival of the rotating apparatus, we 
are much more anxious concerning the arrival of 
the board proper. 

So far we have been unable to get any informa- 
tion eeneerning the board as explained in our memo 
to you of April 8. z 

We have checked every available source in Je- 
troit but,—this was all in vain. 

We certainly hope that you will start a wire 
tracer from Los Angeles. Since you are on the 
‘home ground’’,—you are in a better position to 
follow the shipment thru. 

From previous information, we estimated that 
the board should have been here yesterday or the 
day before. 

Interest in Detroit concerning the Direct-U-Sys- 
tems is now at a high estierr pitch and we are 
very anxious to climax this with a demonstration 
of the board. Each day we have telephone calls 
and personal inquiries asking when the board will 
be installed. 
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We do not want this enthusiastic fever to get 
away from us. 

Again, we want to mention our pleasure with 
the rotating machine. We assure you that very 
soon we hope to have your men making duplicates 
of this apparatus. f 
FHB:JC GJS 


[Kndorsed]: Filed Sep. 25, 1942. 
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Memorandum 
To: C. W. Talbott May 2, 1940 


From: G. H. Broderick—F. H. Boyer 
Subject: Return of Rotating Machine. 


* * * 


This acknowledges your telegram of May 1st and 
your letter of April 29. 

In my brevity,—I fear that I might have misled 
you. 

The condition is not sufficiently acute to justify 
sending the machine back. 

In fact it will operate perfectly on cards that 
are perfectly flat, such as the 60 vou sent with the 
machine. 

However, when the cards have gone through the 
printing routine,—they acquire a ‘‘buckle’’ and 
this has doubtless been the disturbing factor. 

Prior to the receipt of the machine,—we were 
unable to get paper size,—and the type of data 
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that we now have but,—believe we have nearly 
reached the point of ‘‘passable operation.’’ 


*% * *% 


Our next installations will probably also be a 
20 card machine,—and if you wanted to get the 
rotating mechanism ready and send it to us,—we 
could then return this equipment to you but right 
now, even though it might jam occasionally,—we 
must keep it in operation so that we can carry out 
our future sales program. 

The furtherest from our mind now is the get- 
ting of letters and contacting of newspapers be- 
cause we do not yet feel sure of the machine 
operation. 

If the Mayor or the Governor should inspect 
the board,—we surely hope it will be operating. 
After we feel more certain,—we will make it a 
point to see that both of the above named and 
several other important people inspect the instal- 
lation and give us a letter that will be very usable 
in your proposed program. 


GHB:JC GJS 
[Endorsed]: Filed Sep. 25, 1942. 
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DEFENDANT'S EXHIBIT No. 3Q 


Direct-U-Systems Economy Waste Receptacles 


Office of 
Geo. H. Broderick Secy.-Treas. 


Telephone 
Randolph 7730 
General 
Management 
Corporation 


409 Griswold Street 
Detroit, Mich. 


May 18, 1940 
Mr. C. W. Talbott 
c/o Direct-U-Systems 
7225 Beverly Blvd. 
Los Angeles, California 


Dear Mr. Talbott; 

It is indeed a pleasure to report the much im- 
proved operation of the card machine. 

When we receive the ‘‘push shoes’’ I wrote you 
about the other day, I believe so far as the me- 
chanical part goes it will be almost perfect. 

On the enclosed sketch we have numbered the 
shafts as they would show looking in at the side 
of the machine away from the motor. 

On shaft #5, are two black rollers in the cen- 
ter which have a very decided tendency for mark- 
ing the cards. 

Would it be possible for you to send us the same 
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rubber as contained on either #2 or #3? If so 
please rush them to us. 


* Be * 


Also the center spring on the door that pushes 
the cards back marks them and I believe if you 
constructed a spring along the lines of those used 
in the typewriter to guide the paper around the 
roller that the marking tendency would be entirely 
overcome. 

This spring does not push very hard and merely 
insures that the card after it leaves roll 4 and 5 
is pushed back away so that it will not obstruct 
the next card coming through. 

On the attached sketch I have undertaken to 
give you my idea. 

If you can send us something of this sort we 
can drill it here and make the installation. 

GJS 
% os * 
IT 

Sometime during the afternoon or evening yes- 
terday, the button to the Club Imperial—#45, 
stuck and this morning we found the Imperial 
hight still burning but one of the hotel lights burned 
out. 

The clerk was at a loss to know what to do as 
he did not know which button was sticking. 

However this was easily corrected and the board 
is now operating. 

* * % 

In one of your other letters you referred to our 

method of getting subscriptions. 
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In reality Mr. Talbott we are following exactly 
the same lines as on the original lease and service 
Agreement form. 

The only difference is that we are stressing the 
furnishing of cards only on items of current in- 
terest today. 

For example, the picture show will receive a 
eard with their subscription also the shoe store 
may have one on the board occasionally. 

However, we explain that we prefer to avoid the 
showing of regular bill board advertising. 

We will be glad to put on a card announcing the 
receipt of a big shipment or a ‘‘special sale this 
week’’ or something of that sort but we do not 
want to load the board up with a whole mess of 
signs that simply say that the shoe merchant has 
good shoes or something of that sort. 

In this manner, it will enable us to get a good 
price on many of the special attractions after we 
get things established. 

you 

Hoping that +h will be able to send us the push 
shoes and roller rubbers in the very near future and 
with kindest regards, we are, 

Very sincerely yours, 
G. H. BRODERICK. 
GHB:JC 
Ene. 
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Direct-U-Systems Economy Waste Receptacles 
Office of Geo. H. Broderick Secy.-Treas. 


Telephone 
Randolph 7730 
General 
Management 
Corporation 


409 Griswold Street 
Detroit, Mich. 


May 8, 1940 
iii, Talbott ; 

Your Jetter May 6th received and we will try to 
have the photographs made next week. 

The rotating machine is running very much bet- 
ter and we have now started out on our contacts 
to get the Fort Shelby board fixed up. 

In all probability, it will be only a 60 button 
board and the rotating mechanism will probably 
be for only 20 to 25 ecards. 

Incidently, we find the machine operates much 
better on a stock like the enclosed sample so if you 
are going to do anything in this regard before we 
get definite instructions to you, we suggest you 
plan the layout on the basis of board like the sam- 
ple. 

Some nice compliments are beginning to come to 
us verbally and we will arrange to get some let- 
ters on the subject before long. 
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With kindest regards, we are, 
Yours very truly, 
GENERAL MANAGEMENT 
CORPORATION 
G. H. BRODERICK 
GHB:JC GJS 


[Endorsed]: Filed Sep. 25, 1942. 
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June 5, 1941 
Dayton, Ohio 
A. Martinez—Div. Mer. 
Direct-U-Systems 
Los. Angeles, California 


Dear Sir: 

As you no doubt recall, I had the pleasure last 
year of representing your firm in Dayton, Ohio, 
in connection with the sale of Commercial Listing 
in the Dayton Biltmore Hotel Electric Directory. 
My experience with this Directory was most satis- 
factory and profitable. The response of local mer- 
chants, Chamber of Commerce, and Hotel Manage- 
ment was most gratifying. It is with that remem- 
brance in mind that I am writing this letter. 

It has come to my attention that the franchise 
for this territory is about to be taken. Although 
I have an excellant position with OPM I am not 
adverse to making money on the side. Particu- 
larly as my present employment gives me many 
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hours of time which could be put to profitable 
use elsewhere. 

Last vear I handled all sales for the present Di- 
rectory and would like to again assume that re- 
sponsibility for the new franchise owner. Due to 
my knowledge of local business firms, their execu- 
tives and past sales experience, I feel that I could 
completely sell the listings in the Directory in three 
to four weeks. I know that we could make a 
successful and profitable business out of such an 
item as vour Electric Directory. 

Please present this letter to the new franchise 
owner and request that he get in touch with me 
at his earliest convenience. 

Trusting that we may again resume business re- 
lations in the near future, I beg to remain, 

Sincerely yours, 
CHARLES H. WHEATLEY 
C. H. Wheatley 
CHW /be 


P. S. I may be reached at the following ad- 
dress: Residence, 
2620 Marcella Ave. 
Dayton, Ohio 
TA-5420 
Business ; 
Office of Production Management 
Mutual Home Bldg. 
Dayton, Ohio 
KE-5591 
Ext-106 oh | 


[Endorsed]: Filed Sep. 25, 1942. 
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DISTRICT MANAGERS GUIDE 


MANUAL 
OF 
PROCEDURE 


This Guide is written and distributed by The 
Direct-U-Systems, for the use of our District Man- 
agers or Franchise Operators. 

It is a compilation of the methods of procedure 
employed by 

Direct-U-Systems 
in organizing local territory and merchandising 
Direct-U-System service. 


The District Manager’s Guide 

While the District Manager is responsible to 
Direct-U-Systems for certain phases of the business, 
and certain basic rules, he is in reality an individual 
contractor conducting his own business and should 
plan to build it into a permanent future. 

Keep in mind at all times that you are Not selling 
Advertismg but you are selling a real service. 
Direct-U-Systems renders a service that it is im- 
possible for the merchant or professional man an 
opportunity to reach the traveling public or those 
that are conceded to be the ‘‘Money Spending”’ 
public in a new, unique and intelligent manner that 
it 1s impossible for them to reach in any other way. 

BUT since the success of Direct-U-Systems is de- 
pendent upon the success of its local managers or 
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Franchise Operators as they are sometimes called, 
Direct-U-Systems has worked out a plan of proce- 
dure, based on experience, which if adhered to, will 
bring success to the Company, and all concerned 
with its affairs. 


First— 

Upon the agreement being entered into whereby 
a certain well defined territory has been, for the 
exclusive use of Dirct-U-Systms, alloted to a Dis- 
trict Manager, the Manager must then decide where 
in this territory he desires to start his first in- 
stallation. He then decides in what hotels he is 
desirous of making his first installation. 


Second— 

A lease is then secured by the District Manager 
with the help or assistance if necessary, of the Home 
Office, or in the event a Division Manager of the 
Company is in the area he will assist. 


Third— 

Next, from a diversified list of different outstand- 
ing business organizations and professional men in 
that community, 200 names are chosen by the Dis- 
trict Manager from the various classifications se- 
lecting only the highest type of representative in 
each classification. This list of names, future pros- 
pects, is then forwarded to the home office, who in 
turn prepare and send you 200 letters, all addressed 
and with the necessary postage affixed, ready for your 
signature. This procedure can be taken care of 
while the company’s Division Manager is still with 
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you, as he will assist you in the details, ete., if you 
desire it. 
Four— 

Authentic Map of City and Transmit to Home 
Office. 

a. Mark out with heavy lines the approximate 
square section which should be shown on the Map. 
The Map can take in about 25 long blocks, 35 me- 
dium; 45 if very short. Smaller scale than this 
makes it hard to show more than one or two loca- 
tions in a block. 

b. Write on margin of map the next city of any 
importance to which each main road leading off the 
section of map to be shown will lead. 

In the same way note also those streets which lead 
off to airports, athletic fields or other important 
features not included in map. 

e. With map senda iccation chart (D-5) for hotel 
where map will be installed. 


Five— 

List of Gratis ‘‘ Public Interest’”’ Listings: 

Compile this at once: There are many advan- 
tages from compiling this list at the very beginning 
and using it throughout the campaign. 

a. It makes the Direct-U-Systems afford best 
possible service to the hotel guests, and will thereby 
directly interest the hotel. 

b. By going out after permission to place these 
free listings the salesman must use, and thereby 
get in best shape to handle, the Selling Text and 
regular canvass; rather than salesman cutting his 
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teeth on a hard-boiled prospect who must pay money. 

e. Through proper choice of features for the free 
spaces, the Franchise Owner and the Direct-U- 
Systems get valuable endorsement and request a let- 
ter telling of their opinion of our services; of specific 
organizations, churches, ete, of which the names 
will be on the map, such as City-Hall—(Mayor) ; 
Court House—(County Supervisor) ; City Library— 
(Librarian); Chamber of Commerce—(Sec. or 
President) ; Post Office—(Post-Master) ; Outstand- 
ing Churches—(Pastor) ; Parks—(Park Commis- 
sioner) ; Auto Club—(Manager) ; ete., and tell them 
due to our desire to render a service to the stranger, 
we compliment the costs to them. 

d. After these gratis listings are settled, then 
when the first pay prospect is approached, he is 
not getting the first space on the board, but the 
twenty-first; and the preceeding listings are all par- 
ties with whom he will be glad to be associated. 
Six— 

The Local Manager will obtain and send into the 
Home Office a copy of the latest telephone book of 
their cities. 


Seven— 

It is advisable for the District Manager to have 
three filing cabinets. These are desk size and can 
be purchased from the 5 & 10 store. In one card 
box a list of cards corresponding with the names 
to which letters have been written is kept; this is 
the master file. A duplicate card is then made of 
each name. The duplicate cards are given to the 
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salesmen, seven each day to each man, two days 
after the letters corresponding to those cards have 
been mailed. On each correspondent card in the 
Master File, a notation is made of the name of the 
salesman that has been given that particular card 
and the date given to the salesman. 

The salesman makes a complete report to the 
Manager of the result of his calls each day, if it 
is a call back or a future interview, that card is 
placed in the dated file under the date of the eall 
back, to be given again to the salesman on the date 
of the call back. 

The third file is a record of sales and payments, 
all information relative to this is written on the 
back of this card, and is put in the file under the 
letter of that customer’s name. The information 
regarding the manner of payments is taken from 
the order blank. : 

All information on all cards is transferred on the 
back of the cards in the Master File; in this manner 
the manager knows by simply going to his file, who 
has been seen, and who has purchased, and all other 
data. 

All sales are made on the sterotype order blank 
used by all district managers and are in quadrupli- 
cate. One copy being given to the purchaser, one 
copy is kept as a matter of record in the local office 
and one copy is sent to the Home Office and one copy 
for the salesman. 

When an order is signed the salesman must be 
most careful in filling out his location chart, which 
is in triplicate—one for the local office record and 
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two copies going to the home office. All managers 
are required to check on all location maps, that 
there will be no mistakes in locating: the place of 
business of the subscriber in the right block and 
at the right place in that block. 

The salesman must secure the copy to be used 
on the 8x10 Display Card that is furnished and 
this copy must be forwarded to the Home Office. 

Where the salesman brings in a check with the 
order, that is recorded on the back of that par- 
ticular card and also the amount of commission 
which has been paid the salesman on that order is 
likewise recorded. 

You will now note that you have a complete record 
of all transactions, and by turning to any card in 
your index, can secure the information on that par- 
ticular case at first hand. 

All men must turn in FULL reports on all ealls 
made, and these are filed as explained elsewhere in 
this guide. Be sure that men get full reports and 
write same on the back of their prospect cards. 


Matter of Compensation 

The local manager of Franchise Operator is en- 
titled to pay his men that commission which he 
desires, but we earnestly suggest that you pay your 
men a top commission, 20%, for by this method 
you get better men; they are better satisfied and 
vou get much better results. There is sufficient profit 
in this business so that the local manager can well 
afford this expenditure. 

Where a Sales Manager is employed, he is given 
an over-ride of 5% on all business done by all the 
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men. It is well to choose from the three salesmen, 
a man who has had some experience as a Sales 
Manager. In this way he also works and makes 
ealls and gets the additional commission on his own 
sales as well as those produced by his men. 


The Matter of Good Will 

The matter of Good Will is an important func- 
tion of the Franchise Operator. Remember that you 
are establishing your own business, that you are 
building for the future, that Good Will plays an 
important part in any business. 

An alert up and coming business man creates Good 
Will through several channels. Personality, Service 
Rendered, and by taking an interest in his elient’s 
business and problems. It is well for the Franchise 
Operator to call on his clients, get acquainted, talk 
to him about his business, the results he is getting 
from Direct-U-Systems, etc. You need have no 
hesitancy in calling on a user of the Direct-U-Sys- 
tems, it does the work, it actually directs customers 
to the subscriber’s place of business and that is 
what he is interested in. 


The Matter of Developing Territory 

Your success is Our Success, we are more than 
anxious at all times to assist and help you in any 
reasonable way that we can. 

Our method of operating has been worked out 
after much study and expense, we believe that we 
have covered every contingency. We are always 
happy to receive your suggestions as to how our 
service may be improved. 
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HKight— 

It is necessary that the local manager keep a 
simple form of bookkeeping, a debit and credit sys- 
tem, where all cash receipts are recorded and where 
all disbursements are kept. In this manner the 
local manager has a double check on just where he 
stands and what has and what has not been paid 
in or paid out. These accounts should be recorded 
daily. If additional information is desired, request 
it from the Home Office. 


Nine— 

While it is necessary for the District Manager 
to have headquarters where he can keep his records, 
receive telephone calls and mail, and where he can 
receive his salesmen, he may maintain this in his 
home, or he may rent an inexpensive office or desk 
space at a cost of only a few dollars each month. 
For after all the listings for the Direct-U-Systems 
are not sold from an office nor by telephone and he 
will have only two or three salesmen. 


The Matter of Salesmen. 
(Where the Manager acts as his own Sales Man- 
ager as well as the executive head of the business.) 


It is essential that all Franchise Operators be 
thoroughly equipped with a knowledge of this busi- 
ness; this knowledge he can acquire by studying 
our Sales Manual and material furnished. 

The method of contacting Salesmen is by advertis- 
ing in the local papers. It is not necessary that a 
man have previous sales experience, but it is desir- 
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able, in order to be able to sell Direct-U-Systems 
service. 

Upon the applicant answering your ‘‘ad’’; inter- 
view him and first sell him on the merits of our 
systems. Let him know at the outset that you expect 
certain things of him. One is that he must stick 
to the truth regarding Direct-U-Systems; that he 
must make no false statements. Be sure that he 
is equipped with the following necessities before 
vou engage him: 

(A) Intelligence 

(B) Ambition 

(C) The desire and ability to work 

(D) He must be honest and be able to tell 
the truth. 


After the interview, if the applicant appears to 
have all the necessary qualifications, give him a 
copy of the Sales Manual with instructions to study 
it. After you have interviewed and decided on two 
or three men that you desire to employ, arrange to 
hold sales meetings or classes. 

At these classes have the men canvass each other, 
and you or your Sales Manager offer suggestions 
and corrections as they proceed. This procedure 
serves TWO purposes. 


First: It assures you that they know their stories. 


Secondly: It takes away a great deal of the 
timidity which a new man is sometimes faced with. 
Telling the men quite frankly that this is one of the 


purposes in having the men canvass each other in 
class. 
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It is certain, that if a salesman can intelligently 
tell his story in the office, before his fellow salesmen, 
he can then tell it properly to his prospect without 
timidity or fear. 

If the Local Manager Employs a Sales Manager 
the same procedure is adhered to. It is the man- 
ager’s duty to see to this. 


Suggested Rules of Discipline 

Under our system each man is supposed to make 
(5) complete canvasses each day. This does not 
mean (5) calls because he may have to make a dozen 
calls to conclude (5) complete canvasses or inter- 
views. 

IT HAS BEEN PROVEN that if a man will 
learn his story, stick to it, and thoroughly can- 
vass (5) people each day the results will surprise 
him, he will positively do business. 

ALL men must report to start their days work 
at 8:30 in the morning, receive their calls from 
the Sales Manager and after a short Sales Meeting 
proceed to work. At the morning meetings, the 
Sales Manager should hold a general discussion of 
yesterday’s activities. What new objections have 
been encountered and HOW to overcome them. In 
this manner the organization is at all times being 
perfected. 

Jt isa HUMAN failing that men become discour- 
aged, NEVER permit this,—always have a cheerful 
word for the fellow who is crestfallen. He may 
prove to be vour TOP MAN. 

We Do Not subscribe to that old fashioned sales 
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method of Jidding salesmen along or furnish 
‘‘canned’’ sales talks, But we have found that a good 
ifonest pat on the back will do wonders for a man’s 
morale. 

We have found from experience that men go along 
sometimes for several days without doing much 
business, and We Have Also Found that if these 
fellows are working and making their ealls and tell- 
ing their story intelligently, that eventually their 
work will tell and results will be produced. 

Never ‘‘bawi out’’ the fellow who is working and 
still not getting the results you expect, rather en- 
courage him if he is working, he will come through. 

We suggest that the District Manager submit to 
the Home Office a detailed report of any interviews 
made by the salesmen that did not result in ‘‘sales”’ 
as it 1s possible that suggestions may be made to 
overcome any difficulties. 

Direct-U-Systems service is salable and is highly 
desired by the better type of merchant or profes- 
sional man if it is properly and intelligently pre- 
sented. This service can be presented strictly as a 
selective opportunity, the same as Rotary, Kiwanis, 
etc, membership is selective. 

Read and study the sales suggestions as well as 
the Salesman’s Guide so you will be able to present 
Direct-U-Systems service. 

We are not desirous of our District Managers 
doing any ‘‘personal Selling’’ but we prefer that he 
maintain the position of the Executive or Adminis- 
trative head and in this way lend his efforts toward 
a supervisory capacity. 
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Remember we are interested in your problems as 
it is through your success that we can all succeed. 
Keep us informed so we may be of assistance to you. 
The plan of operation and the equipment furnished 
you are the best that can be had, and have been 
developed after much expense, effort and experience 
has been used. 

The contract forms have been developed to lend 
the greatest protection and yet are simple to use. 

Care should be taken to furnish the details in 
filling out and checking the map location charts, the 
copy for the listing cards, as well as for the 8x10 
Display Cards. 

You are required to forward copies of the con- 
tracts and copy each day as received. In this manner 
it greatly assists the company in preparing the sys- 
tems and to eliminate all possible delay in getting 
installations ready for shipment. 


[Endorsed]: Filed Sept. 29, 1942. 


[Endorsed]: No. 10298. United States Circuit 
Court of Appeals for the Ninth Circuit. Norman 
H. Marshall, Appellant, vs. United States of Amer- 
ica, Appellee. Transcript of Record. Upon Appeal 
from the District Court of the United States for 
the Southern District of California, Central Divi- 
sion. 


Filed January 25, 1943. 
PAUL P. O’BRIEN 
Clerk of the United States Circuit Court of Appeals 
for the Ninth Circuit. 
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United States Circuit Court of Appeals 
Ninth Cireuit 


No. 10298 


NORMAN H. MARSHALL, 
Appellant, 
VS. 


UNITED STATES OF AMERICA, 
Appellee. 


STATEMENT OF POINTS TO BE RELIED 
UPON ON APPEAL AND DESIGNATION 
OF RECORD TO BE PRINTED 


The appellant hereby adopts as the points to be 
relied upon by him on appeal the assignment of errors 
appearing in the transcript of the record. 

The appellant hereby requests that the Indictment 
and plea of the defendant thereto, the judgment and 
sentence of the court, the assignment of errors and 
the bill of exceptions be printed. 


Dated: January 28, 1948. 
AMES PETERSON 
Attorney for Appellant. 


Received copy of the within __22 = ———— this 
28 day of January, 1943. 
LEO V. SILVERSTEIN, 
U. 8S. Attorney 
CHARLES H. VEALE 
Asst. USS Ati 


[Endorsed]: Filed Jan 29, 1943. Paul P. O’Brien, 
Clerk. 


